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SQoare Deal 



THE time has come for all sane 
Americans to say with President 
Wilson : 
"What we want for business is 
the same kind of liberty we want for the individual." 
In his famous address to the business interests of 
the country last Jnly, the President amplified this 
statement to the American Electric Railway Asso- 
ciation by saying : 

"A just price must, of course, be paid for every- 
thing the government buys. By a just price I mean 
a price which will sustain the industries concerned 
in a high state of efficiency, provide a living for those 
who conduct them, enable them to pay good wages 
and make possible the expansion of their enterprises 
which will from time to time become necessary as 
the stupendous undertakings of this great war de- 
velop. We could not wisely or reasonably pay less 
than such prices. They are necessary for the main- 
tenance and development of industry, and the main- 
tenance and development of industry are necessary 
for the great task we have in hand." 
•With that, too, every sane American must feel 
himself in perfect accord. No class of business is 
more intimately allied with the needs of the nation 
today than public utilities. Every one of them stands 
in the first line of defense, holds its place of para- 
mount importance in the main trench. All alike must 
be maintained at the maximum standard of efficiency. 
None deserves, none asks for any special privilege. 
Indeed, if there is another class of business which 
has uniformly thrown itself more freely and gener- 
ously into the breach of national service at this time 
than the utilities, we have failed to find it out. On 
that score, there is no argument. But as the Presi- 
dent says, to enable this and other classes of busi- 
ness to do what they must do, it is essential that they 
must receive a fair rate of return for their service. 
They have enormously increased and ever-increasing 
costs of operation to meet. They cannot meet them 
and keep up with current demands unless they are 
permitted to raise their rates in some degree — ^not 
to raise their rates in order that they may increase 
their profits over and above what is right and neces- 
sary. 



In short, all that the President suggests, all that 
the utilities ask or expect, is a *' square deal" — as 
the President has so happily phrased it, ''What we 
want for business is the same kind of liberty we want 
for the individual.'' 

To that proposition this ''Square Deal Number" 
is dedicated. We are simply enunciating the **Live 
and let live" of the Golden Rule, which is the vital 
cry of a people united as we are and must remain. 
These higher price levels cannot be regarded as tem- 
porary expedients for some and not for all. 

The most encouraging feature of the situation is 
that the public and the public's official representa- 
tives are coming to appreciate the force of all these 
appeals for the square deal for utilities. For the 
fact is rates are being increased by and with the 
authority of the public through commissions and 
courts. There is abundant evidence of that in the 
pages of this magazine. Hundreds of increases in 
all kinds of utility rates have been granted through- 
out the union and in Canada. But, of course, hun- 
dreds of others must be granted. All utilities are in 
the same box and all must have the same treatment. 
The outlook is hopeful, for the simple reason that 
the justice of the utilities' case has impressed itself 
on a large proportion of the public. In other words, 
despite the camouflage of propaganda misinforma- 
tion, the facts are filtering through and facts will 
inevitably win their own way. 



Railroads 



THE railroad case simmers 
down to this : The railroads have 
been handling more business and 
getting less revenue. Obviously 
the fault lies with rates, and rates are the making of 
the government, not the roads. Give the men trained 
and skilled in the art of running railroads the 
squarest possible deal, the freest hand compatible 
with the general welfare and they will produce re- 
sults with which, in our judgment, no government 
control or operation could possibly compare. Always, 
of course, private operation is to be thought of only 
in conjunction with due government regulation. One 
cannot think of this railroad case without reverting 
to the notorious Adamson law. A dilemma arose. 
It had two horns, as have most dilemmas. One was 
labor's demand for increased wages. Forthwith, 
while labor waited on the doorstep, the government 
handed out what labor asked. The other was the 
railroads' demand for increased freight rates. The 
government took the matter under advisement and, 
except for a few sporadic and inconsequential ad- 
vances, still has it under advisement. Of course con- 
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ditions cannot be corrected that way. That method 
of procedure was by no means conducive to meeting 
the crucial demand for adequate railroad transporta- 
tion. Whatever the end of the railroad case may be, 
even though the government assumed full charge 
and ownership, which, of course, is out of all ques- 
tion, it would not mean that the railroads had failed 
in their ability to manage, for they have not, in this 
crisis, had the freest opportunity of demonstrating 
their ability, although by increasing traflSc about 20 
percent over 1916, they have accomplished a great 
feat under the handicap of inadequate revenue. 



Resnlfs 



WE are not simply saying that 
utility rates can and should be 
raised, we are showing that they 
have been and are being raised. 
In one place in this magazine will be found where 
increases have been granted within the last three 
years to some eighty odd street railways. This is 
food for thought for those who regard the 5-cent fare 
as a fixed institution. In another place we present 
the records of some 200 or 300 increases in the last 
year to various utilities — ^gas, electric, water, etc. 
0. B. Wilcox of Bonbright & Co., New York, has 
shown that out of 462 applications for larger rates 
in 1917, 401 applications were granted, almost 90 
percent. 

This shows, doesn't it, that the tendency is to in- 
crease rates when the facts show they should be in- 
creased? Some of the larger utility operators have 
advised us that they find no special diflSculty in se- 
curing just and reasonable increases when they have 
fairly presented their case. 



Cash Cost 






V 



IN considering the enormous in- 
creases in the cost of utility op- 
eration, let us not lose sight of 
the increased cost of money to 
the utility company. 

''What is worse than all the rest to those who are 
called upon to make improvements or refund securi- 
ties is the rapidly advancing cost of money; that is 
the most serious problem at this time with many," 
says Dow R Gwinn, president of the Terre Haute 
Water Works Company, on another page of this 
magazine. 

Capital is the first and last indispensable factor 
in business operation. The selling prices of busi- 
ness must be guaged in part by the buying price of 
capital. Rates of return cannot be held down while 
rates of interest are constantly rising without ruin 
to business. As for instance in the state of New 
York, where dividend return to the up-state electric 
^ CJ^ JAN;;2l9t9 



railways for the last few years has ranged from IH 
to SH percent, as against a prevailing interest rate 
for money borrowed by these companies of 7 to 10 
percent. This condition cannot go on without ruin- 
ous results. And it is a foolhardy community that 
will permit it to go on. 

With the government rightly given prior claim to 
the investment market at this time, utilities must 
have proper support if they are to obtain the neces- 
sary capital. They cannot force investors to give up 
their money and investors won't give it up unless 
they get what they want in return for it. As we have 
often said, the state can make a law of any kind to 
regulate capital, but it cannot make a law to compel 
a capitalist to invest his money. What the state can 
do at this crucial time is to make such provisions as 
will enable the utilities to borrow money and yet 
obtain rates of return that will allow them ade- 
quate margins on the right side of the ledger. We 
believe this will be done. We see that the tendency is 
to raise consumption rates where necessarj^ and we 
have suflScient faith in the responsible officials to be- 
lieve that they will make the rates of return and the 
rates of interest more nearly proportionate, so that 
the public may have prosperous utilities, which is the 
only kind that is worth having at all. 



No Velvet 



NOTE this statement by John A. 
Britton, vice-president and gen- 
eral manager of the Pacific Gas 
& Electric Co., elsewhere in this 
magazine: *'We do not ask for an increase in our 
profits, nor even that the rates be raised by an 
amount equal to the actual increase in operating ex- 
penses, but are only asking for a partial reimburse- 
ment of expenses incurred by reason of abnormal 
conditions, realizing that corporations, in common 
with the public, must bear their proportion of the 
war burdens. '^ We recite that here to emphasize the 
position of the public utilities as a whole with rela- 
tion to this matter of increased rates. 



Justice 



AFTEE all, there is nothing 
strange in the general movement 
toward higher utility rates. It is 
simply part of the movement 
toward higher prices for everything. It would be 
phenomenal if the utilities did not require higher 
rates, especially inasmuch as many such rates have 
been too low for a long time, even before our en- 
trance into war. 

By what miraculous combination of circumstances 
or magic^ newer could it be supposed that4n-^ltiine 
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like this one certain class of business could proceed, 
apart from all others, on the same standard of rates 
that obtained before the abnormal condition set inf 
Those who know the facts know that utilities are 
naturally beset by certain extra hazards, which when 
the simple truth is stated, make it necessary for them 
to have a rate of return which appears larger than 
the ordinary. Simple interest on investment is not 
enough. There is only one rule to apply to the utili- 
ties and that is the same rule that is applied to all 
other business, the rule of the cost of operation. In 
order to make rates fair, they must be made flexible. 
That is always done where the inexorable law of 
supply and demand is duly considered. We cannot 
make fish of one class of business and fowl of an- 
other and come anywhere near doing justice to busi- 
ness or the public. And the large numbers of utility 
rate increases being made all over the country indi- 
cates that this view is receiving large consideration 
today. 



People 



IN Seaford, Del., women went to 
the city council with a concerted 
request that the Sussex Gas Com- 
pany be permitted to raise its 
rates to the consumer. Evidently the company has 
taken the time to present the facts of its case to the 
women, who are the real gas users. 

In Bock Hill, S, C, voters went to the polls and 
by an overwhelming majority, authorized an in- 
crease of rates for the Rock Hill Gas Company after 
tht company had laid before the community the facts 
about its business. 

Inform the people and you can generally trust 
them to do the square thing. In all these cases where 
utility companies are getting increases in their rates, 
you will find that as a rule the companies have first 
gone to the people with a matter-of-fact statement of 
their affairs. Consumers, themselves, can have no 
reason for denying a square deal to a utility, for 
they know that the utility is necessary to their con- 
venience and welfare and that only a prosperous 
utility can meet the demands. 



Fifty-Fiffy 



without asking anybody else about it, the utilities 
had and have no such power. They must abide the 
permission of public official bodies. Now and then 
one hears from some senseless source such a state- 
ment as this: ''Why should the public utilities ask 
for increased rates in order to help them meet the 
demands of the war! Why don't they do as others 
are doing, bear their share of the sacrificed Sense- 
less, we say. Of course any sensible man knows that 
the utilities are more than bearing their share of 
burden and sacrifice. All they are asking is to cut 
the extra cost of operation 50-50 with the public. 
They are not doing what other lines of business have 
done — soaking the consumer without let or hin- 
drance; they couldn't if they would. 



Money Value 



ROGEE BABSON, the statisti- 
cian, finds that the purchasing 
power of the dollar of today is 
approximately 30 percent less 
than it was in 1914. 

''This means, '^ he says, ''that if you are to receive 
the same payment for goods as you did three years 
ago you must mark up the prices by an amount cor- 
responding to the decrease in the value of the money 
which you take for them. The product that you sold 
three years ago for $1.00 you must now get at least 
$1.30 for unless you wish really to reduce the price 
of the goods.'' 

When it comes to the matter of utilities it may be 
questioned if Mr. Babson's depreciation of the dollar 
is not too conservatively stated. Utilities are pay- 
ing, in many cases, from 50 to 250 percent more for 
their equipment and materials. But even if the 
dollar is worth only 30 percent less, it only serves to 
emphasize the justice of the demand for increased 
rates. 



StabiUty 



IT should be clearly understood, 
of course, that this somewhat 
general movement of utilities to 
secure higher rates arises solely 
from the pressure of abnormal conditions. The 
utilities are not asking for larger profits, but simply 
for such increases as will enable them to bear their 
share of the extra burdens incident to the war. That 
is what every other line of business has done, or is 
doing. The only difference between the public utility 
and the coalman, packer, the grocer, butcher, clothier, 
shoeman and the rest of the commercial and indus- 
trial trades, is that while all these advanced before 
the government took control, their prices and rates 
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WE should like to call especial 
attention to an article on another 
page under the title of Henry L. 
Doherty & Co. in which appears 
the statement that the general stability of public 
utilities is well established. Undoubtedly that is 
true and we think it needs to be kept in mind as 
much by utility operators as the general public. On 
the other hand, as the Doherty statement also says, 
"increased rates must be proportionate to increased 
fuel and other costs'' of operation. The present up- 
set in economic conditions, while it calls for unme- 
diate rate increases for the utilities, does not, we feel 
sure, invite pessimism on the part of anybody: A 
thing that is so indispensable to the general welfare 
in a time of supreme crisis as is the public utility 
is certainly entitled to the fairest possible treatment 
by the public and, we believe, will get it, especially 
if the utilities see to it that the public understands 
their case. 
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OUT of 462 applications for increased utility rates reported in 1917, increases were 
granted in 401 cases. That means that more than 86 per cent of the requests 
for rate increases were granted. And that in turn must mean that local and 
state commissions have become convinced that utilities in general are entitled to 
larger rates of return in order to afford adequate public service. 

Hundreds of Increases in Thirty- 
six States and Canada 



HUNDREDS of rate increases of all public utilities 
have been granted within the last year — ^401 out of 
462 requests^ — ^by local and state commissions and 
large numbers of applications for such increases are now 
pending in the various 3tates of the union. 

This signifies one thing and that is that the public regulat- 
ing bodies, jifter learning the facts, have found that utilities 
must have larger rates of service and larger rates of return 
if they are to remain in business and that they must remain 
in business for the good of the state. But it is not merely 
enough that they remain in business; they must be able to 
keep up with the demands of growth and progress which 
these urgent times force upon them. To do that, as the 
regulating bodies evidently perceive, the utilities must have 
more nearly adequate rates. They must be treated as all 
other classes of business are treated — ^allowed to raise their 
prices to meet the rising costs of operation. It is only a 
prosperous utility that is a worth while utility. 

The following tables comprise increases that have been 
granted, for the most part by state or other public bodies, in 
thirty-six states and Canada. Some may not yet be con- 
firmed. They do not include increases to street railways. 
These are presented on other pages to themselves. Nor 
do the following tables include by any means all increases 
made or granted within the last year, but they do show the 
comprehensive scope of the movement toward increasing 
the rates for public utilities. This very nation-wideness of 
the movement thwarts any invidious attempt to pretend that 
the upward tendency is due to anything but a recognition by 
public regulating commissions and officials of the justice 
and necessity of such increases. 

These tables below do not include advances made to 
municipal plants. Some of them are given in another article 
tp themselves. 

One of the most interesting features of these large num- 
bers of rate increases is that more have been granted in 
Massachusetts than in any other state. Massachusetts has 
for thirty years supervised the securities of public utilities. 
This is an effectual answer to those who claim that the 
demand for rate increases arises from over-capitalization. 
Surely there is no talk of "watered stock*' in Massachusetts. 

Besides these increases given below — between 
200 and 300 — other such increases are monthly being al- 
lowed in the various states and Canada and it would be 
impossible at the moment to present anything like a com- 
plete list. As will appear from the following tables gas 
rates have apparently made better progress with increases 
than others. This is due to several reasons, one of which 
is the diflference in character and classification. When all 
the electric rate increases now made and pending are com- 
pleted their numbers will show up quite as formidably. 



City 

Fowler 

Huntington Beach 
Newport Beach 
San Jose 
San Francisco 
Oakland and San 
Francisco 



California 

Utility Company 

Gas Fowler Gas Co. 

Gas Huntington Beach Gas Co. 

Gas West Coast Gas Co. 

Gas Gas & Electric Co. 

Gas Pacific Gas & Electric Co. 

Electric Great Western Co. and City 
Electric Co. 



Colorado 



Gas 



Colorado Springs 
Colorado Springs Electric 
Colorado Springs Steam Heating 



Colorado Springs Light, Heat 

& Power Co. 
Colorado Springs Light, Heat 

& Power Co. 
Colorado Springs Light, Heat 

& Power Co. 



Wallingford 

Thompsonville 

Middletown 

Hartford 

Derby 

Danbury 

Meriden 
Hartford 
Meriden 
Bristol 



Wilmington 
Gainesville 
Atlanta 
Boise 



Belleville 

Princeton 

Aurora 

Alton 

DeKalb 



Muncie 

Indianapolis 

Indianapolis 

Princeton 

Anderson 

Ft. Wayne 

Brazil 

Noblesville 



Connecticut 



Gas 
Gas 
Gas 
Gas 
Gas 
Gas and Electric 

Gas 

Electric 
Electric 
Steam Heating 



Wallingford Gas Light Co. 

No. Conn. Light & Power Co. 

Middletown Gas Light Co. 

Hartford City Gas Co. 

Derby Gas Co. 

Danbury & Bethel Gas & Elec- 
tric Ljght Co. 

Meriden Gas Light Co. 

Hartford Electric Light Co. 

Meriden Electric Light Co. 

Bristol & Plain ville Tramway 
Co. 



Gas 



Delaware 

Wilmington Gas Co. 



Florida 

Gas Co-operative Ice Mfg. Co. 

Georgia 
Steam Heating Georgia Railway & Power Co. 

Idaho 
Gas Boise Gas Light & Coke Co. 



Illinois 



Gas 

Gas 

Steam Heating 

Steam Heating 

Steam Heating 



Belleville Gas Co. 
Princeton Gas Co. 
Aurora Electric Co. 
Alton Gas & Electric Co. 
DeKalb-Sycamore Electric Co, 



Indiana 



Electric (Power) 

Electric 

FJectric 

Gas 

Gas 

Gas 

Gas 

Gas 
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Muncie Electric Light Co. 
Indianapolis Light & Heat Co. 
Merchants* Heat & Light Co. 
Princeton Gas Co. 
Central Indiana Gas Co. 
Northern Ind. Gas & Elec. Co. 
Brazil Gas Co. 
Indiana Gas Ligli 
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UTILITY companies in general, notably large concerns with many subsidiaries, 
testify to the fact that for the most part the public is, whenever informed of the 
facts, yielding very readily to requests for reasonable rate increases. It is evident 
that the people as a whole appreciate the indispensable services of the utilities, together 
with the fact that they must have fair rates of return in order to exist. 



Tipton 

Bedford 

Fowler 

Lebanon 

New Castle 

Bloomington 

Terra Haute 



Ottumwa 

Waverly 

Marengo 

Red Oak 

Cedar Rapids 

Marion 

Boone 

Perry 

Traer 

Iowa Falls 

Manchester 



Kansas City 
Independence 
Independence 
Lawrence 

Topeka 



Winchester 

Hartford 

Louisville 



Biddeford 

Portsmouth 

Bangor 



Baltimore 

Crisfield 
Elkton 



New Bedford 

Pittsfield 
Fall River 
Lowell 

Westfield 
Spencer 
Weymouth 
East Brain tree 
Ware 
Brockton 
Cambridge 
New Bedford 

Springfield 
Chicopee 
South Hadley 
Longmeadow 
West Springfield 
Agawam 
Worcester 
MaMen 

Quincy 

Amesbury 

Revere 



Gas Indiana Gas Light Co. 

Steam Heating Interstate Public Service Co. 

Steam Heating Interstate Public Service Co. 

Steam Heating Interstate Public Service Co. 

Steam Heating Interstate Public Service Co. 

Steam Heating Central Indiana Light Co. 

Steam Heating Citizens' Mutual Heating Co. 



Iowa 



Electric 

Gas 

Gas 

Steam Heating 

Steam Heating 

Steam Heating 

Hot Water 

Hot Water 

Steam Heating 

Hot Water 

Steam Heating 



Ottumwa Railway & Light Co. 
Waverly Gas Co. 
Marengo Gas Co. 
Red Oak Electric Co. 
Iowa Railway & Light Co. 
Iowa Railway & Light Co. 
Iowa Railway & Light Co. 
Iowa Railway & Light Co. 
Iowa Railway & Light Co. 
Iowa Railway & Light Co. 
Iowa Railway & Light Co. 



Kansas 

Natural Gas Cities' Service Co. 

Natural Gas Cities' Service Co. 

Gas Independence Gas Co. 

Natural Gas Citizens' Light, Heat & Power 

Co. 
Gas Consumers' Light, Heat & 

Power Co. 



Central Ky. Natural Gas Co. 
Kentuckv Light & Power Co. 
Louisville Gas & Electric Co. 



Kentucky 

Natural Gas 
Electric 
Steam Heating 

Maine 

Gas York County Power Co. 

Gas Portsmouth Gas Co. 

Gas Bangor Gas Light Co. 

Maryland 

Gas Consolidated Gas, Elec. Light 

& Power Co. 
Gas Crisfield Light & Power Co. 

Gas Elkton Gas Co. 

Massachusetts 



Electric 

Electric 
Electric 
Electric 

(Provisional) 
Gas 
Gas 
Gas 
Gas 
Gas 
Gas 
Gas 
Gas 

Gas 
Gas 
Gas 
Gas 
Gas 
Gas 
Gas 
Gas 

Gas 
Gas 
Gas 



New Bedford Gas & Edison 

Light Co. 
Pittsfield Electric Co. 
Fall River Electric Light Co. 
Lowell Electric Light Corp. 

Westfield Gas & Electric Co. 
Spencer Gas Co. 
Old Colony Gas Co. 
Old Colony Gas Co. 
W^are Gas Light Co. 
Brockton Gas Light Co. 
Cambridge Gas Light Co. 
New Bedford Gas & Edison 

Light Co. 
Springfield Gas Light Co. 
Springfield Gas Light Co. 
Springfield Gas Light Co. 
Springfield Gas Light Co. 
Springfield Gas Light Co. 
Springfield Gas Light Co. 
Worcester Gas Light Co. 
Maiden & Melrose Gas Light 

Co. 
Citizens' Gas Light Co. 
Amesbury & Salisbury Gas Co. 
Suburban Gas & Electric Co. 



Pittsfield 

Salem 

Peabody 

Newburyport 

Boston 

Worcester 



Minneapolis 
Albert Lea 
Duluth 
St. Paul 
Faribault 
Eveleth 



Kansas City 
Independence 

Mexico 
Kansas City 



Marshall 
Bay City 
Cadillac 
Marquette 
Detroit 



Portsmouth 
Portsmouth 



Chuctanunda 

Hornell 

Plattsburgh 

Amsterdam 

Oswego 

Ithaca 

Medina 
Rochester 
Hornell 
New York 
Lockport 

Avon (and ad- 
jacent towns) 



Elizabeth City 

Henderson 

Goldsboro 

New Bern 

Fayetteville 

Washington 

Wilmington 



Devils Lake 
Enderlin 
Oakes 
Grand Forks 



Lincoln 



Columbus 
Columbus 

Cleveland 



Gas 

Gas 

Gas 

Gas 

Steam Heating 

Steam Heating 



Coal Gas Co. 
Salem Gas Light Co. 
Salem Gas Light Co. 
Newburyport Gas & Elec. Co. 
Edison Elec. Illuminating Co. 
Worcester Electric Light Co. 



Minnesota 



Electric 
Steam Heating 
Steam Heating 
Steam Heating 
Electric and Gas 
Steam Heating 



Minneapolis General Elec. Co. 
Minnesota Gas & Electric Co. 
Duluth Edison Electric Co. 
Northern States Power Co. 
Northern States Power Co. 
Minneapolis Utilities Co. 



Missouri 

Natural Gas Cities' Service Co. 

Gas Jackson County Light, Heat & 

Power Co. 
Steam Heating Mexico Power Co. 
Steam Heating Kan. City Light & Power (3o. 

Michigan 

Gas Marshall Gas Light Co. 

Gas Michigan Light Co. 

Gas Cadillac Gas Light Co. 

Gas Marquette Gas Light Co. 

.Steam Heating Detroit Edison Co. 

New Hampshire 

Electric Rockingham County Light & 

Power Co. 
Gas Portsmouth Gas Co. 

New York 



Gas 
Gas 
Gas 
Gas 
Gas 
Gas (Discount 

abolished) 
Gas 

Steam Heating 
Steam Heating 
Steam Heating 
Steam Heating 

Natural Gas 



Chuctanunda Gas Light Co. 
Hornell Gas Light Co. 
Plattsburgh Gas & Electric Co. 
Chuctanunda Gas Light Co. 
People's Gas & Electric Co. 
Ithaca Gas & Electric Co. 

Medina Gas Co. 

Rochester Railway & Light Co. 

Hornell Electric Co. 

New York Steam Co. 

Lockport Light, Heat & Power 

Co. 
Pavilion Natural Gas Co. 



North Carolina 

Gas Southern Gas Improvement Co. 

Gas Southern Gas Improvement Co. 

Gas Goldsboro Gas & Fuel Co. 

Gas New Bern Gas & Fuel Co. 

Gas Fayette Light & Power Co. 

Gas Washington Gas Co. 

Gas Tidewater Power Co. 

North Dakota 

Steam Heating 
Steam Heating 
Steam Heating 
Steam Heating 



General Utilities Corporation. 
General Utilities Corporation. 
General Utilities Corporation. 
Red River Power Co. 



Nebraska 



Steam Heating 



Lincoln Heat, Light & Power 
Co. 



Ohio 



Electric 
Electric 

Electric 
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Columbus Power & Light Co. 
Columbus Railway, Power & 

Light Co. 
Cleveland Electric Illuminating 



Google 



Springfield 

Toledo 

Massillon 

Warren 

Portsmouth 

Akron 

Delaware 

Dayton 

Da)rton 

Toledo 

Fremont 

Toledo 

Springfield 

Coshocton 
Alliance 



Portland 



Nowata 
Delaware 



Uniontown 

Warj-cn 

Erie 

Pittsburgh 

Lewiston 

Clarion 
Greenville 
Grove City 
Mercer 
Oil City 
Lebanon 
Altoona 
Pottsville 

York 
Clearfield 
Wilkes-Barrc 
Shenandoah 

Hazleton 
Philadelphia 
West Chester 

Easton 
Norristown 



Pawtucket 
Tiverton 

Rock urn 

Sioux Falls 

Chattanooga 

Salt Lake City 

Richmond 

Seattle 
Tacoma 



LaCrosse 

Sheboygan 

Manitowoc 

Kenosha 

Milwaukee 

Milwaukee 

Mayville 

Loganville 



Electric 

Electric 

Electric 

Electric 

Gas 

Gas 

Gas 

Gas 

Steam Heating 

Hot Water 

Hot Water 

Hot Water 

Steam Heating 

Hot Water 
Gas 



Springfield Light, Heat & 

Power Co. 
Toledo Railways & Light Co. 
Massillon Gas & Electric Co. 
Trumbull Public Service Corp. 
Portsmouth Gas Co. 
East Ohio Gas Co. 
Delaware Gas Co. 
Dayton Gas Co. 
Dayton Power & Light Co. 
Wildwood Service Co. 
Ohio Light & Power Co. 
Toledo Railwa:^s & Light Co. 
Springfield Light, Heat & 

Power Co. 
Ohio Service Co. 
Alliance Gas & Power Co. 



Oregon 

Steam Heating Northwestern Electric Co. 

Oklahoma 

Gas Nowata County Gas Co. 

Nowata County Gas Co. 



Gas 



Pennsylvania 



Gas 

Gas 

Gas 

Hot Water 

Steam Heating 

Steam Heating 

Telephone 

Telephone 



LaCrosse Gas & Electric Co. 
Sheboygan Gas Light Co. 
Manitowoc Gas Co. 
Wisconsin Gas & Electric Co. 
Wisconsin Edison Co. 
North American Co. 
Mayville Rural Telephone Co. 
Loganville Telephone Co. 



Crivitz 

Richland 

LaCrosse 

Spooner 

Marshfield 

Tomahawk 

Augusta 

Amherst 
Oxford 

Elcho 
Wyocena 

Ettrick and 
Galesville 
Strum 
Nelsonville 
Fitchburg 



Badger 

Baldwin 

Oconto 

Ashland 

Mellen 



Charlestown 

Coalburg 

Grafton 

Wheeling 



Gas Fayette County Gas Co. 

Gas Pennsylvania Gas Co. 

Gas Pennsylvania Gas Co. 

Gas Allegheny Heating Co. 

Gas Penn Central Light & Power Antigo 

Co. 

Natural Gas Garion Gas Co. 

Gas Greenville Gas Co. 

Natural Gas Union Heat & U^ht Co. 

Natural Gas Mercer Heat & Light Co. 

Natural Gas United Natural Gas Co. 

Gas Lebanon Gas & Fuel Co. 

Electric Central Light & Power Co. 

Steam Heating Pottsville Steam Heat & Power 

Co. 

Steam Heating Edison Light & Power Co. 

Steam Heating Pennsylvania Pub. Service Co. 

Steam Heating Wilkes-Barre Co. 

Steam Heating Shenandoah Light, Heat & 

Power Co. 

Steam Heating Hazleton Steam Heating Co. 

Steam Heating Overbrook Steam Heat Co. 

Steam Heating Philadelphia Suburban Gas & 

Electric Co. 

Steam Heating Pennsylvania Utilities Co. 

Gas Norristown Steam Heat Co. 

Rhode Island 

Electric Black stone Valley Gas & Elec- 

tric Co. 
Electric Tiverton Electric Light Co. 

South Carolina 

Gas Rock Hill Gas Co. 

South Dakota. 

Electric Northern States Power Co. 

Tennessee 

Gas Chattanooga Gas Co. 

Utah 

Steam Heating Utah Power & Light Co. 

Virginia 

Electric (Provi- Virginia Railway & Power Co. 
sional on new 
contracts) 

Washington 

Steam Heating Puget Sound Traction, Light 

& Power Co. 
Gas Tacoma Gas Co. 

Wisconsin 



Telephone Crivitz Rural Telephone Co» 

Telephone Richland Telephone Co. 

Telephone LaCrosse Interurban Tdc- 

phone Co. 

Telephone Spooner - Evergreen Valley 

Telephone Co. 

Telephone Marshtield Telephone Ex- 

change. 

Telephone Tomahawk Light, Telephone 

& Improvement Co. 

Telephone Augusta Light & Telephone 

Co. 

Telephone Amnerst Telephone Co. 

Telephone Marquette and Adams County 

Telephone Co. 

Telephone Elcho Telephone Co. 

Telephone Pacific and Wyocena Tele- 

phone Co. 

Telephone Ettrick Telephone Co. 

Telephone Strum Telephone Co. 

Telephone Nelsonville Telephone Co. 

Telephone Dane County Rural Telephone 

Co. 

Telephone Badger Telephone Company 

Telephone Baldwin Telephone Exchange 

Telephone Oconto Rural Telephone Co. 

Water Ashland Water Co. 

Water Peoples Water, Light & Pow- 

er Co. 

Gas City Gas Co. 

West Virginia 

Natural Gas United Fuel Gas Co. 

Natural Gas United Fuel Co. 

Gas Pittsburgh & West Virginia 

Gas Co. 
Gas West Virginia Traction & 

Electric Co. 

Canada 



Toronto 


Gas 


Consumers Gas Co. 


Winnipeg 


Gas 


Winnipeg Electric Railway Co 


Hamilton 


Gas 


Dominion Natural Gas Co. 


Gait 


Gas 


Dominion Natural Gas Co. 


Paris 


Gas 


Dominion Natural Gas Co. 


St. George 


Gas 


Dominion Natural Gas Co. 


Dundas 


Gas 


Dominion Natural Gas Co. 


Binbrook 


Gas 


Dominion Natural Gas Co. 


Bartonville 


Gas 


Dominion Natural Gas Co. 


Dunnville 


Gas 


Dominion Natural Gas Co. 


Cayuga 


Gas 


Dominion Natural Gas Co. 


Selkirk 


Gas 


Dominion Natural Gas Co. 


Jarvis 


Gas 


Dominion Natural Gas Co. 


Hagersvillc 


Gas 


Dominion Natural Gas Co. 


Vittoria 


Gas 


Dominion Natural Gas Co. 


Somcoe 


Gas 


Dominion Natural Gas Co. 


Lyndoch 


Gas 


Dominion Natural Gas Co. 


Vienna 


Gas 


Dominion Natural Gas Co. 


Tillsonburg 


Gas 


Dominion Natural Gas Co. 


Delphi 


Gas 


Dominion Natural Gas Co. 


Pt. Dover 


Gas 


Dominion Natural Gas Co. 


Pt. Rowan 


Gas 


I>ominion Natural Gas Co. 


Walpole 


Gas 


Dominion Natural Gas Co. 


Rainham 


Gas 


Dominion Natural Gas Co. 


Canboro 


Gas 


Dominion Natural Gas Co. 


Chatham 


Steam Heating 


Chatham Steam Heat Co., Ltd. 


Kitchener 


Steam Heating 


Consumers' Steam Heating Co. 



Will Raise Again If Necessary 

The Massachusetts board of gas and electric light com- 
missioners, which recently raised the gas rate for the New- 
buryport Gas & Electric Co. for the period of the war, laid 
down the broad principle that with economics upside down 
no hard and fast rule could be fixed as to rates. It stated 
that while it believed the increase granted was fair to com- 
pany and consumer, "should experience demonstrate that a 
higher or lower price is called for to discharge the natural 
obligations of the consumers, a modification of this order 
will be made." 



Increased rates are no "respectors of persons." They 
are coming to privately-owned and publicly-owned utilities 
alike. 
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80 Odd Street Car Fare Increases 
in 23 States and Canada 

SIX MORE NEW YORK ELECTRICS GET RIGHT TO RAISE RATES 



THE New York Public Service Com- 
mission of the Second District (up 
State) has just granted an increase in 
fares to six out of the nine trolley com- 
panies whose petitions have been heard 
recently. The companies serve North- 
port, Amityville» Glen Cove, Sea Cliff and 
Huntington, L. I.; Homell, Canisteo, 
Ithaca, East Ithaca. Newburg, Walden, 
Peekskill and Ossining. 

The Hudson River and Eastern Trac- 
tion Company, operating in Peekskill, is 
allowed to raise its fares to 7 cents. The 
other companies are allowed to raise the 
fare to 6 cents. 

Three other companies have been 
heard on their petitions for increased 
fares— the Peekskill Lighting and Rail- 



road Company, which operates about ten 
miles of track in and near Peekskill, N. 
Y.; the Putnam and Westchester Trac- 
tion Company, a road of about three 
miles in and near Peekskill, N. Y.; the 
Glen Cove Railroad Company, which 
operates about three miles of track in 
and near Sea Cliff and Glen Cove and 
Hempstead Harbor, L. I. 

The commission decided the above 
cases after argument at len^h on these 

goints raised by the opposition to the 
icreased fares: 

1. That, as the old State railroad 
law limits fares to be charged on 
street cars within municipal limits 
to 5 cents, the commission has no 
power to raise the rate. 



2. That franchises or municipal 
consents, limiting a fare to 5 cents 
constitute contracts, and the com- 
mission has no power to raise the 
fare. 

The commission overrules these points 
and holds that it has the necessary rate 
making power. 

The increased rates of fare, the com- 
mission stated, may be reduced if later 
on it be shown that they are no longer 
necessary. 

More than twentv other companies 
have petitioned for mcreased fares, and 
it is expected these cases will now be 
rapidlv disposed of. Each company has 
to make out a case on its own account. 



AS 1914 was a year of tremendous jitney aggressions 
as well as the year in which the world war and the 
present regime of high prices begun, records of street 
care fare increases have been dated back to 1914. From 
then up to June, 1917, sixty-seven fare increases had been 
secured in twenty-one states, as was fully presented in 
Aero. At that time some eighteen other requests for fare 
increases were pending and since then other increases have 
been granted. The following list contains some eighty 
cases of increase, showing that some of the pending ap- 
plications were acted upon. Still others are pending in 
scores of states and Canada. 

From the lists which follow it will be noted that more 
important street car fare increases have been granted in 
Massachusetts than in any other state. This is significant 
because of the stereotyped argument of those who antag- 
onize utilities that the demand for increased revenues arises 
chiefly from over-capitalization. Yet Massachusetts, in 
which most of the important street car fare increases were 
made, exercises state authority over the issuance of securi- 
ties of all public utilities and has done so for thirty years. 
So that the "holler" about watered stock, in that state at 
least, is an empty one, and if there, so it must be elsewhere. 

It will be noticed that three municipal street railways ap- 
pear in the Canadian list of increased fares. 

The import of all this is cumulative evidence of the fact 
that state and municipal bodies have come to recognize 
that the 5-cent fare is obsolete as an "established institu- 
tion," and that the demand of the street railways for more 
margin of profit is fair and just. 

Arkansas 

Fort Smith Lig^ht & Traction Company, Fort Smith. — 
Discontinuance of practice of selling 25 tickets for $1.00. 



San Diego & Southeastern Railway, San Diego. — ^Appli- 
cation of company for an increase in freight and passenger 
rates approved by Railroad Commission. One-way fare be- 
tween Third street and city limits to remain 5 cents. 

San Francisco, Napa and Calistoga Railway, Napa. — Au- 
thorized by State Railroad Commission to increase monthly 
commutation rate between Niapa and Vallejo from $5.00 to 
$6.00. 

Petaluma & Santa Rosa Railway Co., Petaluma — The 
California Railroad Commission authorized this company 
to make certain increases in both passenger fares and freight 
rates. 

Connecticut 

Bridgeport & Danbury Electric Railway Company, 
Bridgeport. — Announcement that company operating a line 
between Bridgeport and Longhill will hereafter constitute 
its line into two fare-zones in each of which the fare will 
be 6 cents. 

Groton & Stonington St. Railway Co., Norwich. — "Cop- 
per zone" system (two-cent zones instead of five-cent) held 
as not unreasonable by Connecticut Public Utilities Com- 
mission. 

New Haven. — The New Haven Company was given an 
increase in fare to 6 cents. 



California 

Glendale & Eagle Rock Railway, Glendale. — Application 
for permission to discontinue sale of 20-ride commutation 
tickets at 50 cents and to substitute in lieu a regular fare of 
5 cents g:ranted by California Railroad Commission (order 
not applicable to children under 18 years of age). 

Los Angeles Railway, Los Angeles. — District Court of 
Appeals upheld the right of the Company to charge lo-cent 
fares from city to Eagle Rock, etc. 



Georgia 

Augusta-Aiken Railway & Electric Company, Augusta. — 
Petition granted by Railroad Commission of South Carolina 
for an increase in rates on its lines in South Carolina from 
one cent to two cents per mile. 

Idaho 

Idaho Traction Company, Boise.— ^The company filed a 
schedule of rates with Public Utilities Commission calling 
for increases in mileage rates. This was partially allowed 
by Commission, the company not to charge more than five 
cents within city limits. 

Illinois 

Lincoln Railway & Heating Company, Lincoln. — Com- 
pany discontinued sale of six tickets for 25 cents. 

Chicago, North Shore & Mil wauloee ^Railroad Co., High- 
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wood, 111. — Illinois Public Utility Commission granted it a 
general increase in rates of fare. 

Indiana 

Fort Wayne & Northern Indiana Traction Co., Fort 
Wayne. — Application for permission to revise interurban 
passenger fares to two cents per mile, etc., granted. 

Indianapolis, Columbus & Southern Traction Company, 
Columbus. — Increase from 1^4 cents to two cents per mile 
announced. 

Gary & Interurban Railroad, Gary. — Public Service Com- 
mission permitted discontinuance of practice of selling 54 
tickets for $2.15 (i^^ cents per mile), this being considered 
too low. 

Union Traction Company of Indiana. — Increases in fares 
through substitution of "copper zone" system (2 cents per 
mile) for low fares in franchise allowed by Public Service 
Commission of Indiana. The increase will in some in- 
stances amount to more than 100 per cent. Former rates 
were declared discriminatory. 

Maine 

Atlantic Shore Electric Railway, Sanford. — Filed new 
passenger tariff calling for cancellation of all reduced rates 
now in force and certain other increases in fares. 

Maryland 

Cumberland & Westemport Electric Railway, Cumber- 
land. — Increased price of lOO-ticket books from $4.00 to 
$4.50. 

Massachusetts 

Middlesex & Boston Street Railway, Newtonville. — No- 
tice filed with Public Service Commission of Massachusetts 
of a proposed increase in rate of fare effective August 3, 
1 914, from 5 cents to 6 cents for every ride between any 
two fare limits, with an additional charge of i cent for 
every transfer issued. Proposed increase suspended by 
Massachusetts Public Service Commission and case ap- 
pealed to Massachusetts Supreme Court. 

Providence & Fall River St. Railway, Swanton Center. — . 
Public Service Commission notified of proposed increase in 
rates for local passengers from five to six cents per pas- 
senger per fare zone. The increase was approved by the 
Commission. 

Blue Hills Street Railway, Canton. — Public Service Com- 
mission granted increase in fares from six cents to eight 
cents or seven tickets for 50 cents. 

New Bedford & Onset Railway, New Bedford.— Public 
Service Commission grants an increase in fares from five 
cents to six cents for each existing fare limit and reduced 
rate tickets from 24 for $1.00 to 20 for $1.00. 

Norfolk & Bristol Street Railway Company, Foxboro. — 
Six-cent unit fare granted by Public Service Commission. 

Bristol & Norfolk Street Railway Company, Randolph. — 
Petitioned Public Service Commission for permission to in- 
crease fare from five cents to six cents; granted. In this 
case a street railway operated at a loss was authorized to 
increase the cash fare from five cents to six cents; to sell 
10 school tickets for 3.0 cents to pupils entitled to half fare, 
rather than 10 tickets for 25 cents ; and to discontinue the 
practice of charging half fare between the hours of 6 a. m. 
and 8 a. m. and 4 130 p. m. and 6 130 p. m. 

Bay State Railway Co., Fall River. — Withdrawal from 
sale of strips of six tickets for 25 cents in the city of Fall 
River approved by Massachusetts Public Service Commis- 
sion. 

Concord, Maynard and Hudson St. Ry. Co., Maynard. — 
Authorized by the Public Service Commission to establish a 



copper zone system of fares with a minimum fare of six 
cents and a rate of two cents per mile to the charged in 
excess. Old fare on the main line was six cents, with zone 
from three to four miles in length. Under new system road 
will be divided into i-mile zones. 

Norwood, Canton & Sharon St. Ry., Canton.— Public 
Service Commission permitted company to increase fare 
from five to seven cents, and authorized it to sell ten tickets 
for 65 cents and sixteen for $1.00. School tickets to be sold 
at 10 for 35 cents instead of 10 for 25 cents. 

Ware and Brookfield Street Railway Co., Ware.— Fare 
increases amounting to a maximum of three cents above an 
existing seven-cent rate allowed by the Massachusetts Pub- 
lic Service Commission. Changes in rates requested in- 
cluded the shortening of a fare zone between Ware and Gil- 
bertville, establishment of a seven-cent cash fare for every 
local ride within the limits of every fare zone except one,, 
regular cash fare between above points to be ten cents in- 
stead of seven cents, increase of workmen's fares from five 
cents to seven cents between above points and establish- 
ment of a twelve-cent workmen's fare from Ware to West 
Brookfield or intermediate points in place of the former rate 
of ten cents. 

Worcester and Warren St. Ry., West Warren. — The Pub- 
lic Service Commission was petitioned for authority to in- 
crease its passenger fare unit from six to seven cents be- 
tween West Warren to Spencer the six-cent fare unit having 
been in force ten years. The seven-cent fare unit author- 
ized; workmen's tickets valid week days, 5 to 7, morning 
and afternoon, to be sold 50 for $3.00 (formerly 100 for 
$5.00). Age limit for children carried free reduced from 
six years to five years. Extra fare to be charged for every 
package carried on platform. 

Bay State Street Railway Company, Boston. — The Pub- 
lic Service Commission permitted the Bay State Street Rail- 
way to raise its rates from 5 to 6 cents, at first on rural 
lines and then made possible other increases by eliminating 
the 5-cent fare as a unit, limiting free transfers, and divid- 
ing the company's territory into three classes so as to 
make possible charges according to traffic. 

Massachusetts Northeastern Street Railway Co., Haver- 
hill. — Increase from a five-cent unit zone fare to a six- 
cent unit, together with proportionate increases in the charge 
for school children's and workmen's tickets, allowed by 
Massachusetts Commission in part. 

Michigan. 

United Railway of Detroit increased its fares inside the 
cit}' from seven- for-a-quarter to straight five cents. 

Mississippi 

Meridian Light & Railway Co., Meridian — Recently ef- 
fected a fare increase by discontinuing the sale of 24 tickets 
for $1, putting in a straight 5 cent fare. 

Missouri 

Illinois Traction System, St. Louis. — Application made ta 
Missouri Utilities Commission and Interstate Commerce 
Commission for permission to increase its fare from 5 cents 
to 10 cents between St. Louis and Granite City, 111. The 
franchise provided for 5-cent fare. Increase allowed by 
Interstate Commerce Commission. 

New Hampshire 

Manchester & Derry Street Railway, Manchester. — In- 
crease from 5-cent to 8-cent unit fare allowed by New 
Hampshire Public Service Commission. 

Manchester & Nashua Street Railway Co. — Increase in 
fare imit from five cents to seven cents authorized by New 
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Hampshire Public Service Commission — retention of school 
children's fares and commutation tickets on a S-cent basis 
recommended. 

Massachusetts Northeastern Street Railway Co., Haver- 
hill, Mass. — Increase from five to six cents for each fare 
zone, together with a proportionate increase in school chil- 
dren's and workmen's tickets, allowed in part. 

Claremont Railway & Light Co., Claremont — Company 
has been allowed by the state commission to discontinue 
sale of 4 and 5 cent tickets. 

New Jersey 

Burlington County Transit Co., Mount Holly. — Petition 
to increase fare between Moorestown and Mount Holly and 
Mount Holly to Burlington from 10 cents to 15 cents al- 
k)wed by Public Utilities Conmiission. 

N.ew Jersey & Pennsylvania Traction. Increase in fare 
(lo to 15 cents between Princeton and Trenton ordered 
after valuation by New Jersey Board of Public Utilities 
Commissioners (zone fare) and upon appeal being taken 
to New Jersey Court of Errors and Appeals, Commission's 
jurisdiction and order was upheld. The application to Board 
of Public Utilities Commissioners for permission to in- 
crease rate between Trenton and Philadelphia from 15 
cents to 20 cents, denied in April, 1915, was allowed in 
October, 1916, tickets to be still sold at 12 for $1.00 — four 
five-cent zones created. 

New York 

Hudson Valley Railway, Glens Falls. — Tariff increasing 
fares, effective January i, 1915, filed with Public Service 
Conmiission. 

International Railway, Buffalo, N. Y. — Notice of a pro- 
posed increase in fare between North Tonawanda and La 
Salle from 10 cents to 15 cents (effective September 15, 
1914), filed with Public Service Commission. 

Penn Yan & Lake Shore Railroad Co., Penn Yan. — 
Granted increase in rate by State Commission. 

New York State Railways, Syracuse. — Tariff filed with 
Public Service Commission (effective December 15, I9i4)» 
providing for increases in joint one-way fares from a 
number of points. 

Schenectady Railway Company, Schenectady. — The com- 
plaint of City of Schenectady, asking that company be re- 
quired to resume sale of six tickets for 25 cents, dismissed 
by Public Service Commission. 

Buffalo & Lake Erie Traction Company, Buffalo.— In- 
crease in local one-way fare between Irving and Silver 
Creek from 7 cents to 10 cents. 

Fonda, Johnstown & Gloversville. — Tariff filed with Pub- 
lic Service Commission, Second District, effective, calling 
for a general advance in fares. 

International Railway, Buffalo. — Notice of proposed in- 
crease in round-trip fare between Buffalo and Lockport 
from 50 to 60 cents and other changes filed with Public 
Service Commission. 

Newark & Marion Railway, Newark. — Tariff filed with 
Public Service Commission of the Second District, increas- 
ing cash and ticket fares. 

New York State Railways, Oneida Line. — Tariff filed 
with Public Service Commission of Second District calling 
for advances in local one-way and round-trip ticket fares 
and chartered car rates on Oneida and adjacent lines. 

Orange County Traction Co., Newburgh. — Announce- 
ment of an increase in fares (local one-way) between New- 
burgh and Orange Lake Park or between Walden and 



Orange Lake Park from five cents to 10 cents, between the 
hours of 2 p. m. and 12 o'clock, midnight. 

Geneva, Seneca Falls and Anburn Railroad Co., Seneca 
Falls. — Public Service Commission for Second District of 
New York permits company to place into effect a new pas- 
senger tariff adding a five-cent fare zone between Geneva 
and Waterloo. Twenty-ticket tx)mmutation books will con- 
tinue to be sold for $2.00, geod during morning and even- 
ing rush hours. Twcntsr-ridc ticket books, good at any time, 
will be sold for $2.50. 

United Traction Company of Albany, Albany. — Follow- 
ing denial by Public Service Commission for Second Dis- 
trict of New York of an increase in fares from 10 cents to 
15 cents (witii full transfers) between Albany and Troy, 
the company filed a fare tariff for this line providing for 
the elimination of transfers to city lines in the terminal 
cities. This was allowed by Commission. 

New York State Railways (Rochester Lines). — Increases 
in suburban fare sustained by Public Service Commission 
in part. 

Huntington Railroad Co., Long Island — New York Pub- 
lic Service Commission for the Second District has granted 
an increase from S to 6 cents in all villages through Long 
Island. 

Northport Traction Company, Northport — State commis- 
sion granted raise from 5 to 6 cents. 

Ithaca Traction Company, Ithaca — State commission 
granted increase from 5 to 6 cents. 

Ohio 

Cleveland Railway Company, Qeveland. — Charge of i 
cent for transfers restored. 

East Cleveland. — The city council raised this company's 
rates from 3 cents straight to 6 tickets for 25 cents, grant- 
ing a franchise which embodied that. 

Western Railway Company, Lima. — The Ohio Public 
Service Commission approved a new schedule of rates in- 
creasing fares. 

Mahoning & Shmango Railway & Light, Youngstown. — 
Increase in fares (2 cents per mile the basis for increase — 
commutation and school tickets to remain unchanged). 

Toledo Railway & Light Company, Toledo. — Company 
allowed by Judge Killits of United States District Court to 
eliminate three-cent fare during rush hours, morning and 
evening, and to substitute and charge at all hours five cents 
cash or six tickets for 25 cents. 

Oregon 

United Railways, Portland. — ^Application to increase fares 
to Linton granted by State Railroad Commission. 

Pennsylvania 

The Titusville Traction Company, Titusville. — The Titus- 
ville Traction Company allowed an increase in fares from 
five cents to six cents in the city of Titusville, in the bor- 
oughs of Pleasantville and Hydetown and in the township 
of Oil Creek. 

Trenton, Bristol & Philadelphia St. Railway Co., Phila.— 
New schedule of fares in effect between Morrisville and 
Torresdale, Pa. The through trip fare between these two 
towns increased from 25 cents to 35 cents. 

Reading Transit & Light Co., Reading. — The company in- 
creased its suburban fares. 

Pittsburgh & Beaver Street Railway Co. — Conway and 
Leetsdale. — This company put into effect a 6-cent fare be- 
tween these two places after advertising the fare for more 
than three months. 
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Vermont 

Barre & Montepelier Traction & Power Company, Mont- 
pelier. — Increase in fares from 5 cents to 6 cents and work- 
men's tickets from 2i/^ cents to 3^^ cents. Tariff increasing 
fare over line between cities from 10 cents to 15 cents 
filed with Public Service Commission. Increase in fare be- 
tween. Barre and Montpelier to 15 cents one way and 25 
cents round trip. For the previous eight years the fare 
had been 10 cents. 

Washington 

Puget Sound Electric Railway, Seattle. — Renewed appli- 
cation for an increase in passenger rates between Seattle 
and Tacoma, made in 1909, as follows : Two cents per mile ; 
commutation, 1.4 cents per mile; round trip from Seattle 
to Tacoma, $1.25; allowed by State Public Service Com- 
mission. 

Tacoma Railway & Power Company, Tacoma. — Increase 
in round trip fare between Tacoma and American Lake 
from 25 cents to 30 cents upheld by Public Service Com- 
mission as not unjust or excessive. 

Puget Sound Traction, Light & Power Co., Seattle. — In- 
creased rates by discontinuing 4-cent tickets on order of 
state commission. 

West Virginia 

Parkersburg-Marietta Interurban Railway, Parkersburg. 
— Allowed by Public Service Commission to increase rates 
between Parkersburg and Marietta from 10 cents to 20 
cents by creating four traffic zones, company required, 
however, to issue commutation tickets that will be equiva- 
lent to a s-cent fare for 6^ miles from Parkersburg. 

Wisconsin 

Chicago & Milwaukee Electric Lines, Milwaukee. — Au- 
thorized by Wisconsin Railroad Commission and the Inter- 
state Commerce Commission to increase ticket rates to ap- 
proximately 2 cents per mile, but to maintain five-cent zone 
system of cash fares. 

Duluth-Superior Traction Company, Superior. — Railroad 
Commission of Wisconsin issued order rescinding previous 



order which had reduced fares by requiring sale of six 
tickets for 25 cents. Cash fare was always 5 cents. 

Waupaca Electric Light & Railway Co., Waupaca. — In- 
crease from 10 cents to 15 cents between Soo Line Depot 
and Grand View Hotel, through establishment of three in- 
stead of two zones, denied ; however, a I2l^ ticket rate was 
allowed by Wisconsin Railroad Commission. 

Canada 

Port Arthur & Fort William Electric Railway,' Port Ar- 
thur, Ont. — Advisability of increasing ticket rate on munici- 
pal street railway system from six for 25 cents to 5 cents 
straight was considered (no interference with children's or 
worlonen's tickets proposed), the city council finally ap- 
proving. 

Saskatoon Municipal Railway, Saskatoon, Sask. — City 
Council of Saskatoon passed a resolution increasing fares 
from six for 25 cents to straight 5 cents. Workmen's tickets 
to be sold as before at 8 for 25 cents for use between 6 a. m. 
and 8 p. m., and school children to be carried at half fare 
to and from school. 

British Columbia Electric Railway, Vancouver, B. C. — 
Fares were reduced to stimulate travel and fight jitney com- 
petition (8 tickets sold for 25 cents, no transfers) and later 
selling of eight tickets for 25 cents was discontinued. 

Kingston, Portmouth & Cataraqui Electric Railway, Ont. 
— The company discontinued selling six tickets for 25 cents 
and substituted a cash fare of 5 cents. Workmen's tickets, 
good from 6:30 to 7:49 a. m., and from 5 to 6:30 p. m., are 
sold at eight for 25 cents, and tickets for children between 
the ages of five and 12 are also sold at eight for 25 cents. 

Port Arthur Civic Railway, Ontario, and Fort William 
Electric Railway, Ontario. — Utilities Commission for these 
cities adopted a new schedule of fares for Port Arthur 
Civic Railway, providing for one fare in each city or two 
fare zones; five-cent cash, six tickets for 25 cents from 5 
a. m. until 12 p. m. ; workmen's eight tickets for 25 cents, 
good during certain morning and evening hours and Sunday 
tickets at the same rate, good from 5 130 a. m. until 12 p. m. 
Children under 14 years of age allowed 10 tickets for 25 
cents; students at this rate between 8 a. m. and 5 p. m. 
on school days. A lo-cent fare to be charged from 12 p. m. 
to s :30 a. m., good for a through ride. 



Even Cleveland's Street Car Fare 

Is Now Increased 



CLEVELAND'S much-mooted 3-cent street car fare is 
a thing of the past, even in name. It never was 
actual. That is, with the addition of transfer charges, 
it never amounted to a flat 3 cents. But such as it was, it has 
gone to straight 4 cents cash, or three tickets for 10 cents, 
with I cent for transfer and no rebate if unused. 

Whether this will have any effect toward stopping the 
propagandists in parading the Cleveland system as a 3-cent 
triumph remains to be seen. What it will do will be to 
help cut down the loss resulting from the low fare. It is 
not admitted, of course, that even this increase makes the 
fare economic. Certainly not when even 5 cents is no 
longer economic. 

The Cleveland street railway system, while privately 
owned, is so bound by city regulation as to amount to 
municipal ownership. The result of such operation has 
ever since the day of the redoubtable Tom Johnson been to 
keep the railway in the vortex of politics and make it im- 



possible to earn anything like a fair return. President J. J. 
Stanley showed in his annual report that the company be- 
gan 10 1 7 with an operating deficit of $195,075 and a main- 
tenance deficit of $268,918. 

Yet even this fact did not deter propagandists from con- 
tinuing to hold up this system as a triumphant vindication 
of their claim that less than 5-cent fares were economically 
possible. While the 3-cent fare produced deficits, it like- 
wise produced what Cleveland newspapers, even those 
friendly to the Tom Johnson regime, have termed "intol- 
erable service." 



Increase to Eastern Gas Works 

After a hearing before the Public Service Commission of 
New Jersey, the Easton Gas Works has been permitted by 
the Board of Commissioners to place in effect a new 
schedule of rates which increases the price of gas 15c per 
thousand cubic feet. 
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Some of the Many Municipal Plants 
That Have Raised Rates 



MUNICIPALLY-OWNED utilities in various states 
of the Union and Canada are raising rates as a re- 
sult of the high prices, just as privately-owned 
plants are compelled to do. A few of the municipals that 
have done so are mentioned below, but when all the pending 
proposals for increases among them are consummated the 
list will stretch out to a considerable length. 

Very naturally not so many municipal plants will increase 
their rates as will private plants, for the good and sufficient 
reason that municipal ownership has never had to depend 
upon econcMnic operation, as a privately-owned plant must 
do. The city's plant, which almost invariably loses money 
as a result of political operation, simply turns to the general 
tax fund with its deficits. The taxpayer makes them up, 
very often without knowing it. The plant, which generally 
is operated as a political asset, makes out a favorable report 
behind which the taxpayer as a rule does not venture. It 
is his practice to accept the report at its face value and if 
the plant has sloughed all or part of its fixed charges oflF 
onto the taxpayer, while claiming to have operated at a 
profit, the taxpayer, as a rule— of course there are excep- 
tions to the rule— does not stop to realize that he is paying 
an extra burden as a result of this. He knows the plant's 
rate is low — ^made so to catch popular sentiment — and he 
little realizes, as a rule, that it is too low and because it is 
too low he pays in the end for losses which amount to more 
than any advantages the plant aflFords him. 

The privately-owned plant simply must have adequate 
rates of return or it cannot exist, as it has no "good angel" 
standing ready to make up losses for it. 

Besides raising rates, many municipal plants are big 
factors in raising taxes. In the first place they displace 
taxation; in the second place they increase taxation by 
sloughing off their fixed charges on the taxpayer. In Kansas 
City, Kansas, for example, when the city embarked upon 
municipal ownership in 1908 its total tax rate was $1.50 per 
$100. It acquired a water plant and an electric plant. The 
result is that in 1917 the tax rate was announced as $2.24 
per $100. In the meantime the city failed to land some very 
large industrial plants, which shied at the enormous and 
steadily increasing tax rate. Scores of othei* places could 
be mentioned where municipal ownership has had the effect 
of increasing taxes. 

Some Widely Scattered Increases. 

Following are a few of the municipal plants whose rates 
were raised during the past year, and there are many more 
with proposed increases pending: 

Rome, Georgia. — Application for increase of city gas 
rates refused by the state commission, except an allowance 
of $1 per month as a minimum charge. 

Taunton, Mass. — Municipal electric plant raised power 
schedule 5 per cent and commercial lighting schedule 2^ 
per cent. 

Alexandria, Va. — Gas department increased price of coke 
3 cents per bushel, which it figures is equivalent to increase 
of 9 cents per 1,000 cubic feet for gas. 

Guelph, Canada. — City gas rates raised 15 cents per 1,000 
cubic feet. 

St. Thomas, Canada. — Light commission increased gas 
rate 15 cents per 1,000. 

Cobourg, Canada. — Gas rate increased 25 cents per 1,000 
cubk feet. 

Waterloo, Canada. — Water and light commission in- 
creased gas rate 20 cents per 1,000. 



Fort William, Ont. — The utilities commission made a 
general increase in the schedule of fares of the municipal 
street railway. 

Port Arthur, Ont. — Increase in municipal street railway 
fares. 

Saskatoon, Sask. — City council increased municipal car 
fares from 6 for 25 cents to straight 5 cents. 

Montpelier, Okla. — Municipal electric plant raised rates 
and manager said it would have to make another advance 
soon. 

McComb, Okla. — Municipal electric plant increased its 
rates a few months ago 50 per cent. 

Sandusky, O. — The city commissioners made increases all 
along the line in water rates. The estimated increased in- 
come for the year, 1917, was $25,000. 

Flint, Mich. — The municipal water plant raised rates to 
large consumers. 

Goshen, Ind. — City water and electric plant petitioned 
state public service commission for new schedule of rates 
representing general increases. 

Kansas City, Kans. — ^The city water plant made another 
increase in rates of 2 cents per 1,000 gallons, netting an ad- 
ditional income of $2,500 a month in the summer of 1917. 

Shelbyville, 111. — At the same time was contemplating a 
raise of 50 per cent in city electric light rates, as the gen- 
eral budget had to be increased $4,050 because of the 
plant's operations. 

Holyoke, Mass. — City gas plant raised rates "in order to 
offset the very much increased prices of gas-oil and coal," 
to use the words of the city gas and electric department. 

Detriot, Mich. — The board of water commissioners raised 
the city water rates from 20 to 40 per cent. 

Westfield, Mass. — City electric plant raised its rates. 

Plain City, Mo. — Board of Public Affairs materially in- 
creased rates on both city water and electric light and power. 

lola, Kans. — Municipal gas plant's rates raised by the de- 
partment of public utilities. 

Owensboro, Ky. — High cost of operation was assigned as 
the reason for advancing the rates of the municipal electric 
plant about i^ cents per kilowatt on November i, 1917. 

Kingston, Canada. — The city advanced its gas rate 20 per 
cent. 

Kitchener, Canada. — The municipal gas rate was ad- 
vanced 15 per pent. 

St. Catfierines, Canada. — The city plant raised its gas rate 
20 per cent, finding it impossible longer to maintain the old 
rate. 

Newton, Iowa. — Both gas and electric rates were raised 
recently, as former rates offered no hope of meeting current 
demands. 

Bangor, Me. — Readjustment of city water rates by au- 
thority of the public utilities commission makes slight varia- 
tion in old rates, imposing nominal charge of 40 cents a 
year for each consumer with a hot water heating plant ; $1 
a year for those with steam heating. Heretofore there were 
no charges for these services. 

South Wayne, Wis. — Rates of both municipal water and 
electric service were raised on application of the town by 
the state railroad commission. The town's application 
stated that prevailing revenues from these two plants were 
not sufficient to pay for operation and "that the flat rates 
under which all water consumers and practically all the 
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electric consumers are supplied are unjustly discrimina- 
tory." And the application for an increase in these was 
made and granted before this country entered the war. 

Fort Atkinson, Wis. — The state railroad commission 
granted the application of the town for an increase in 
street lighting rates, which the town stated were inadequate, 
had existed for several years and "made no provision what- 
ever for additions to the street lighting system.'' 

Monticello, Wis. — The town was granted an increase in 
the rates of its municipal electric plant by the state railroad 
commission. An increase was found to be necessary to 
provide sufficient revenue to keep up operation. 



Three City Plants Lose and Ask for Increased Rates 

At Sturgeon Bay, Wis., three municipal plants — water, 
electric and heating, closed the year, June 30, 1917, with 
losses, respectively, of $1,003.70, $2,034.62 and $3,110.17, 
and asked for the right to raise their rates. (In Wisconsin 
municipal ownership, like private, is regulated by the State 
Railroad Commission.) **The municipal plants simply can- 
not stand up under the strain," said the Sturgeon Bay 
Democrat. **The rates simply must be raised.'* 



War Sur-charge for Electrics 

The Minneapolis General Electric Company, one of the 
larger operating units of the Northern States Power Com- 
pany and the Ottumwa (Iowa) Railway & Light Co. (both 
Byllesby & Co. concerns) have provided sur-charges for 
the war period. The Minneapolis company will affix 10 
percent to power bills and 5 percent to lighting bills, while 
the Ottumwa company adds to rates for light, power and 
heat. 



Times Have Changed 



A year ago the suggestion that street car fares be five 
cents straight would simply have caused a riot of indignant 
protestation in Fort Wayne, yet now it is received with a 



certain degree of apathetic indifference. So accustomed 
have we become to the boost in the price of everything we 
have to buy. Also we are bearing in mind that the imposi- 
tion of higher prices is not altogether a grab on the part of 
those with things to sell. The cost of service in all lines has 
radically increased and in many instances the advance in 
prices is nothing more than a manifestation of the primal 
instinct of self-preservation. — Fort Wayne (Ind.) News. 



Six Cent Fare in Connecticut 

While Massachusetts presents the largest list of street 
railway fare increases of any state, Connecticut, through 
its public utilities commission, granted increases to all the 
lines of The Connecticut Company, effective October i, 
1917. The base rate of fare was raised from 5 to 6 cents, 
seventeen tickets selling for $1. What Connecticut and 
Massachusetts and other states have thus done is all the 
more argument for making the fare increases general. 



Electric Increase in Cleveland 

The Cleveland Electric Illuminating Co. has raised its rate 
by means of a charge to be paid by the consumer to cover 
the cost of extensions for service. The new schedule is 
said to be a marked advance in the plan of meeting the 
excessive costs now encountered in connecting up new cus- 
tomers. It is pronounced entirely equitable as between con- 
sumer and company and seems to be mutually satisfactory. 



If Not Enough Will Raise 

The Indiana Public Service Commission and the Indiana 
Gas Light Co., of Noblesville, reached an agreement on the 
question of rates. The order agreed upon provides that the 
Commission retains jurisdiction of the original lease for one 
year and that if within that time the experience of the com- 
pany shows that the rate is not sufficient, the Commission 
will modify the order. 



Higher Rates for Telephone Companies 



TELEPHONE companies, like all other public utili- 
ties, are finding rate increases necessary to cope 
with the steady increase in cost of operation. In 
a number of states increases have already been granted 
and other appHcations are pending. 

Both Bell and Independent companies alike are hard 
hit by the high prices and both alike are seeking and in 
some cases receiving increased rates. The Independents, 
however, are in the majority both in applications and in- 
creases. As appears in a summary elsewhere in this 
magazine, a large number of Independents have been 
granted increased rates in Wisconsin alone by the state rail- 
road commission. Among these are the Independent com- 
panies with headquarters in the following: towns: May- 
ville, Loganville, Crivits, Richland, LaCrosse, Spooner, 
Marshfield, Tomahawk, Augusta, Amherst, Oxford, Elcho, 
Wyocena, Ettrick, Galesville, Strum, Nelspnville, Fitchburg, 
Badger, Oconto. Many of these companies obtained their 
increases on showing that prevailing rates were not suf- 
ficient to meet operating costs. It is significant that the 
Independents, like municipal ownership, made their debut 
on the basis of cheap rates. 

Nebraska, another state in which the Independents have 
flourished, has witnessed many increases to these companies, 
including the following: The Citizens Mutual Telephone 
Company of Fillmore County, which stated it was losing 



money at prevailing switching rates; the Dundy County 
Mutual Telephone Company, and the Arcadia Telephone 
Company has an application now pending before the 
Nebraska state railway commission for increases. It main- 
tains it cannot meet operating costs on prevailing rates. 

The public service commission of Illinois recently author- 
ized an increase in rates for the Sparta (Independent) 
Telephone Co., in order to enable the company to care for 
increased wages and other expenses and realize a reasonable 
return on its investment. 

The South Dakota railroad commission has authorized 
an increased rate to the Gas Belt Telephone Company, head- 
quarters at Onida, S. D. 

The organ of the Independents, Telephony, recently re- 
ferred to the "lengtheninsf procession of companies that are 
asking the Nebraska railway commission to allow an in- 
crease in rates." These lenerthening processions may be 
found also in other states. The Citizens Telephone (Inde- 
pendent) Company of Michigan has asked the commission 
of that state for increases in twenty-one of its towns. 

The Michigan State (Bell) Telephone Company has ap- 
plied for increased rates in forty-two of its towns. 

The Chicago Telephone Company has rate increase appli- 
cations pending in Cleveland and Detroit. The Nebraska 
CBell) Telephone Companv recently obtained a rate in- 
crease at Valley, Neb., and has others pending. 
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State Commissions Take Broad 

Views 

On the Whole, Legal Regulators Realize, as Their Actions Show, that 
the "Power to Regulate Involves the Obligation to Protect** Utilities 



THE attitude of the state commission is, on the whole, 
encouraging to the utilities. 
These bodies are vested with the power and duty 
of regulating the utilities and, for the most part, they are 
vindicating the fundamental principle of regulation and the 
well known slogan of this magazine that **The power to 
regulate involves the obligation to protect." They are mani- 
festly impressed with the fact that public utilities are in- 
dispensable public ser\^ants and to meet demands must have 
fair margins of profit. 

From many of the late rulings and decisions it is ap- 
parent that the commissions are taking the broad view of 
the situation, which makes plain the fact that increased 
rates to the consumer are not enough, but that the com- 
panies must also have fair rates of return on their capital. 
Capital is none too easy to attract these days. It refuses 
to go up any more blind alleys. It has been slugged too 
often. So that the big need with respect to utilities is the 
right to earn a fair rate on their investment, so that they 
can attract capital and do justice to it when attracted. No 
utility has the ghost of a show to keep up with the demands 
of its community unless it is allowed an adequate rate of 
return. And in these times of topsy-turvy economics, there 
can be no fixed and inflexible rule a§ to rates of return. 
These rates must be flexible enough to meet the caprices 
of conditions that are wholly abnormal and likely to remain 
so for some time to come. 

All of which seems to be quite well impressed on the 
minds of most of the men who are charged with the grave 
responsibility of regulating public utilities. 



Railv^y Commissioners for Higher Fare 

The National Association of Railway Commissioners at 
its recent Washington convention adopted a resolution in 
favor of higher street car fares. In submitting the resolu- 
tion, Thomas W. D. Worthan, of New Hampshire, summed 
up the committee's findings as follows: 

"With increasing costs of operation an increase of rev- 
enue is necessary in order that street railway service may 
not be crippled or destroyed and a rate on the mileage basis 
with a minimum charge seems to be the most promising 
recourse available." 

That is, the commissioners favored a zone system of 
rates, supplanting the S-cent fare, which they recognize as 
entirely out of line with existing conditions which street 
railways have to face. 



and interest on its bonds and floating debts. The bond 
issue of December 31, 1916, amounted to $832,000. Of this 
amount $250,000 represented second mortgage bonds, which 
became due April i, 1915, and although the company has 
been able to meet the interest on these bonds out of its 
earnings, it has not found it possible to reissue them. The 
trust deed covering the first mortgage bonds provides for a 
sinking fund to meet the obligations of this trust deed since 
1914. It was also shown that at the time operations were com- 
menced in 1904, it cost $18,864 to operate one boat for labor, 
commissary and fuel, while for the year 1914 the cost was 
$25,908 and for the year 1917 estimated at $30,489, or an 
increase of 61 per cent in the 13-year period. All other 
items of operating expense have accordingly increased. 



California Commission Grants Raise 

The California Railroad Commission has authorized the 
Petaluma & Santa Rosa Railway Company to make certain 
increases in its passenger fares and freight rates. 

The testimony and exhibits introduced at the several hear- 
ings, held before Commissioner Harvey D. Loveland, show 
that in 19 16 the company barely made operating expenses 



Commission Protects Company 

In the case brought by the city of Pomona, Cal., alleging 
that the present schedule of rates for natural gas to inhab- 
itants of Pomona were excessive and materially higher than 
rates for similar service in other cities of like size, the com- 
mission in dismissing the case, ruled: (i) The fact that a 
utility may have in eflFect a lower schedule of rates for the 
same service in one city than it has in another is not con- 
clusive that the higher schedule is excessive, as the other 
may have been established for experimental purposes only ; 
(2) defendant at an expense of $90,000 is now serving 
Pomona with natural gas of 1,050 B.t.u., as against 580 
for artificial gas heretofore delivered. It is not now earn- 
ing a reasonable return upon its investment nor has it 
asked for an increase in rates, accordingly reductions in the 
present schedule are not warranted. 



Natural Gas Gets 15 Percent Return 

It is not enough that utilities get increased consumption 
rates, they must have adequate rates of return on their 
investments if they pull through. That point is compre- 
hended in a recent ruling of the West Virginia Utilities 
Commission, which holds, in the case of the Montgomery 
Gas Co., that natural gas companies are entitled to 15 per 
cent return on investment. The ruling says : 

I. A natural gas utility is entitled to a relatively high 
rate of income on the value of its property because of the 
hazard and rapid depreciation. 2. The cost of well drill- 
ing is not a proper operating expense of a natural gas 
company. 3. Interest should not be included in an esti- 
mate of operating expenses where the fund on which it 
accrues is included in the value of the property on which the 
rates are based. 4. A natural gas utility is entitled to a 
return of 15 per cent, including depreciation. 5. A natural 
gas rate subject to a prompt-payment discount of 2 cents 
per M cubic feet was preferred to a higher rate subject 
to a discount of 5 cents which would make the same net 
charge. 6. A contract with consumers in one town fixing 
rates does not prevent a natural gas company from making 
an increase beyond that rate in its uniform rate in all towns, 
where not to permit the increase in the one town would re- 
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Commission Sets Important Precedent 

THE Public Service Commission of the state of New York for the Second District (by which is 
meant the whole state outside of New York City) has taken a stand in the matter of trolley 
car rates for fares which marks the most important development so far noted in the campaign 
which all classes of public service companies are making to increase their rates in conformity with 
increased cost of operation. 

This commission has granted the Huntington Railroad Company the right to charge 6 cents 
instead of 5 cents in the villages in Long Island where it operated, with corresponding increases in 
rates for through travel, notwithstanding a limitation of 5 cents imposed by the company's franchises 
and also by the laws of the state of New York. The same commission allowed increases under sim^ 
ilar circumstances to the Orange County Traction Company, Northport Traction Company and the 
Ithaca Traction Company. 

The commission in making these decisions takes the position that the laws creating the commis^ 
sion were intended by the legislature to make it the duty of the commission to authorize an increase 
in fares where it found the maximum rates of fares chargeable under the railroad law or local fran- 
chises insufficient to yield reasonable compensation for the service rendered. 



suit in discrimination by reason of the fact that there is no 
difference in the cost of supplying the consumers in the 
different towns. 



Refuses to Reduce Rates 

In a most significant ruling, the First District Public 
Service Commission of New York State recently refused a 
plea to reduce, but rather upheld the rates of the Bronx 
Gas & Electric Co., holding: 

"While it would be unjust to permit public utilities to 
«xact excesive rates from consumers and the public in order 
to transfer to them the burden of taxation, which must be 
borne as the material sacrifice in support of the contest of 
arms, yet in times of unsettled conditions such as the present 
when the country is at war, the margin of safety necessary 
for the stability of public utilities should not be curtailed." 

Competition Denounced 

In ruling against competition in electric lighting, Com- 
missioner Emmet of the up-state public service commission 
of New York, for the commission said, concerning an at- 
tempt for competition with the Westchester Lighting Com- 
pany: 

"This kind of competition almost invariably results in the 
partial or complete crippling of enterprises which are sub- 
ject to it, with the inevitable result tfiat utility companies 
generally do not give anything like as good service as they 
might reasonably be expected to give under happier and 
saner conditions." 



Franchise Rates Not Inflexible 

In passing upon the application of the New Jersey Gas & 
Electric Company for the approval of a new schedule of 
rates, the Board of Public Utility Commissioners of New 
Jersey held that the power of municipalities to impose con- 
ditions upon public utilities in the exercise of franchise 
grants, and to provide by contract respecting the rates and 
service of such utilities, was subject to the authority and 
control of the board to fix rates and regulate service. That, 
accordingly, where it appeared that rates fixed by a fran- 
chise were unreasonable and insufficient and resulted in such 
financial embarrassment as to affect the service which the 
public utility was delegated to render, the rates so fixed may 
i)e increased by the board. 



Commissioner Warns City against Cutting Rate 

The city attorney of Salem, Mass., acting on a popular 
clamor, presented to the gas and electric light commission of 
the state a petition for a lower gas rate in Salem. In re- 
ceiving the petition Chairman Morris Schaff of the commis- 
sion warned the city attorney and the citizens he represented 
against cutting rates in these significant words : 

"The situation of all these companies is of the gravest 
kind. They cannot escape the conditions and vicissitudes 
that may come to us at any hour. They do not know how 
soon every pound of coal may be seized. You don't know 
how soon an embargo of that kind may come along, and no- 
body knows. 

"The (Salem) company has been, I think, in many ways 
well managed. It has had one course that I have admired. 
It has come in here with clean hands absolutely. The 
statements of these men have been explicit. 

"It may be necessary for a number of companies to raise 
their prices — I cannot say that it will not. If they cannot 
get their coal or their oil, there may be a time when they 
may have to raise them." 



Court Insists on Fair Rate 

The superior court of Pennsylvania recently rendered a 
decision, reversing the state public service commission, 
which is of special interest to investors and any others de- 
sirous of giving utilities a fair rate of return. The court 
said: 

"The business of rate making should not be an effort to 
impose on either the public or the corporation, and while 
it may be true that some corporations in the past have acted 
unfairly to the public, that would not justify a confiscatory 
valuation by the commission or a lowering of rates causing 
a confiscation. 

"Rate making contemplates fair dealing between the com- 
pany and the public. The value of the whole property and 
the net return thereon must be considered. The public is 
entitled to be served at reasonable rates on the value of the 
property used in the public service. 

"The company is entitled to a rate that will allow it a 
fair return. To induce investment and the continuance of 
capital, there must be some gain commensurate with that 
of any other business." 
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Missouri Commission Raises Passenger Rates 



MISSOURI bids farewell to the two-cent steam rail- 
road fare. It has been a big factor in the hard 
sledding most of the lines have had in that state. 
The roads said at the outset the fare was destructive, but 
Missouri had to be "shown." The state public service com- 
mission has done the showing. It rules that from January 
I, 1918, railroads may get 2^ cents a mile for all one-way 
tickets ; 2.4 cents a mile for round trips and 2% cents a mile 
for 500 and 1,000 miles interchangeable mileage books. 

The two-cent fare had been in operation since June, 1913. 
This is the second time the commission has raised rates. 
The first was in November, 191 5. The late decision seems 
to strike a popular chord in Missouri. Discussing it the 
St. Louis Globe-Democrat says: 

"But it requires no exercise of faith to accept the prin- 
ciple declared by Commissioner Blair. *It is short-sighted 
policy, indeed, that denies adequate compensation for the 
services rendered,' said Mr. Blair. 'Unless such earnings 
are secured as will make railroad stocks and securities at- 
tractive investments for capital, the traveling public will 
suffer from curtailed and inadequate service, the railroad 
properties will depreciate and the general public will be the 
ultimate loser thereby.' This is clear as stmshine. Jus- 
tice to the railroads is not a matter of philanthropy, but one 
of enlightened self-interest. A breakdown of the trans- 
portation system would entail a great loss on railroad share- 
holders and bondholders, but 3iis would be infinitesimal, 
compared with the loss to the people themselves. 

"The commission dwells more on the inadequacy of the 
old rate than on the adequacy of the new. It takes the 
stand that the intrastate rate must be approximately the 
same as the interstate. No state is likely to permit a higher 
rate than its neighbors allow. As a consequence, uniform- 
ity seeks the level of the lowest intrastate rate. Missouri 
has gone further, in the direction of justice, than some of 
its neighbors, but there should be a uniformity based on 
fairly remunerative rates, which can come only through fed- 



eral control. Interstate traffic should not subsidize intra- 
state business, nor should the people of one state pay a 
larger share of profits on the same amoimt of business Aan 
those of another." 

The following editorial from the St. Joseph Gazette signi- 
fies a fairness and saneness of sentiment that is well worth 
considering : 

"The order of the Missouri public service commission 
increasing the rate of railway passenger fares in this 
state to 2]/^ cents had been long expected. With prices 
generally shooting upward, it could not be otherwise than 
that railway fares would in time advance in sympathy. 

"It is to be doubted, however, whether the additional 
half-cent increase by the commission will make the roads 
as good a rate today as 2 cents was when originally named 
as the mileage charge in Missouri, in the interim, the 
railways have had to grant considerable additions to the 
pay of their army of employes, and prices on material of 
every kind entering into the reconstruction and operation 
of their systems have raised constantly. The truth doubt- 
less is that the roads will make little or no money under a 
2j^-cent rate, if 2 cents returned them only a fair profit on 
the passenger business of a few years ago. 

"The war has brought about the increase. Will the 
return of peace lead to a lowering of passenger fares again ? 
It is to be doubted. For one thing, securing a reduction 
of railway rates is a tremendous task. It is easy to recall 
how great was the undertaking to bring about the cut to 2 
cents which Missouri obtained less than a decade ago. 

"For that matter, it need not be supposed that the present 
increased cost of service and commodities in general will 
experience any enforced decrease in the coming decade. 
This is an 'era of high prices.* It had its beginning before 
the war broke, and while the old world combat lent fresh 
impetus to the upward movement of market quotations, 
they would have pursued that direction had there been no 
war." 



Utility Men Have Confidence in Commissions 



THE statement was recently made by J. E. Wiesenfluh, 
Scranton, Pa., president of the North Michigan 
Water Co., that "the public utility corporation which 
operates in a state with proper and fair public service com- 
mission laws has all the protection it requires, which pro- 
tection in turn accrues to the benefit of the public equally 
as much." 

This statement was made lately by W. S. Barstow, presi- 
dent of W. S. Barstow & Co., New York: 

"We are so busily engaged in the raising of rates in all 
of our properties and have received such favorable consid- 
eration in such increases that the arguments seem to be 
meeting with the approval of the commissions as well as the 
people. 

Such testimonies as these would seem to be sufficient 
answer to any captious questions about the success or fair- 
ness of commission regulation. When such mutual re- 
spect and confidence as these statements indicate can be 
maintained it is time to acclaim the vindication of the prin- 
ciple of regulation and to say something about the worthi- 
ness of the regulators. 

Among the state commissions that are taking very broad 
views of the present predicament of utilities is the public 
service commission of Ohio. To its consideration have 
been brought many applications for increased revenue by in- 
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terurban electric lines. A number of such applications has 
been already favorably acted upon and every one receives 
the separate and careful attention of the commission, which 
evidently has taken the stand that wherever additional rev- 
enue is found to be necessary it will be provided for. In 
the case of some of the electric roads their rates are higher 
than competing steam railroads. Laws governing the fares 
of the steam roads have been construed as not appljring to 
the electrics and this has given the commission opportunity 
of judging each case on its merits. 

One of the first electrics to raise rates of fare under the 
commission's order was the Western Ohio Railway, with 
headquarters at Lima. It had been operating on a basis 
of 2 cents a mile, but on its showing the commission decided 
it was entitled to 2^^ cents. Then the Cleveland, South- 
western & Columbus Railwav was allowed to go to 2j4' 
cents a mile, with zones. Other roads granted advance 
privileges were the Northern Ohio Traction & Light Co., 
Akron; Stark Electric Railway, Alliance. Other applica- 
tions are pending with good prospects of favorable action. 

What this and other state commissions recognize is that 
the utilities, all of them, are asking for nothing more than 
sufficient margin to enable them to meet demands, pay as 
they go and come out with a fair return on their investment. 
They neither ask nor desire excess profits and the commis- 
sions know that. 
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CONDITIONS confronting public utilities, reasons why they are entitled to higher consumption 
rates and rates of return, are outlined in the following symposium of articles by some of the 
leading operators in various cities and states of the Union. The subject is dealt with compre- 
hensively in the aggregate and we believe the reader will be impressed with the outstanding element 
of fairness and conservatism that characterizes these contributions. TKey are from men of practical 
minds, who are in the thick of conditions, eager to serve and knowing how important it is, especially 
at this time, that their industry must serve the public adequately. It seems to us the reader must con- 
clude that the dominant feature of these articles is candid truth. That being the case, he must agree 
that the various commissions have taken the right stand in their tendency to bring utility rates up 
to a general level where the companies can more nearly cope with the continuous rise in the cost of 
operation. — Editor. 



The Crux of the Case 

By Burton Smart, Treasurer, Portland (Me.) Gas Light 

Company. 

IN case the Portland Gas Light Company asked for an 
increase of rates, we would submit the following in- 
creased cost of material and labor of 1917 over 1916 as 
our reasons : 

Gas coal, 69 per cent ; coke fuel, 50 per cent ; coke screen- 
ings, 75 per cent; gas oil, 11.3 per cent; purifier, 100 per 
cent ; shavings, 44.4 per cent ; gasoline, 66.66 per cent ; four- 
inch pipe, 222.5 per cent; lead, 107.3 P^^ cent; yarn, 100 
per cent ; waste cotton, 67.7 per cent ; brass pipe, 164.7 P^'" 
cent; steel and wrought iron pipe, 199.4 per cent. 

Wages — Stokers, 10 per cent; works* laborers, 12.5 per 
cent; laborers (street), 28^ per cent; pipers, 20 per cent; 
helpers, 31 per cent; meter raiders, 32 per cent. 



Utilities Stable, But Call 
Proportionate Rates 

By Henry L. Doherty & Co. 



for 



THE year 19 17 has undoubtedly proven the severest 
test on all public utilities in their history. In the face 
of the greatest demands for additional service ever 
known, and after construction outlays in excess of any 
previous year had been authorized and under way, the 
increased cost of operation and maintenance which early 
in the year was believed to be temporary assumed most 
serious proportions. 

The year has demonstrated that power production has 
reached what seems to be its economic limit with present 
types of equipment, and that increased rates must in the 
future be proportionate to increased fuel and other costs. 
We believe the general effect of this fact will have a very 
beneficial effect in future matters of regulation. 

War conditions have already changed many aspects of 
the utility situation. Women already have appeared on 
the cars, and the coming year will undoubtedly see them 
taking the places of men in increasing numbers in almost 
every field of work. 

While investment conditions have not been satisfactory, 
we believe ways and means will be found to meet all capital 
requirements essential to aid the government's requirements 
and these, of course, will have first consideration. We 
believe the general stability of the utilities is so well estab- 
lished that as a whole they will be prepared to do their full 
share in aiding the government, and in meeting all condi- 
tions imposed by the war and at the same time continue to 
hold their position of offering to the public the premier 
investment security. 



Increase of 81 Per Cent 

By C. E. Van Bergen, General Manager, Duluth Edison 
Electric Co. 

OUR company is fortunate in being able to use water 
power exclusively for the generation of current and 
are not, therefore, as seriously affected as compa- 
nies using coal for power, nevertheless we have our price 
problem. Our labor, gasoline, oil, copper wire and every- 
thing used for operation and maintenance show an average 
increase over March, 1914, of 81 per cent. Ordinary labor 
has increased during the period from $1.75 to $3.60 per day. 
Linemen's wages have increased from $3.50 to $475 and 
in some instances to $6 per day. 



Shall a Fixed Fare Hamper Future 

By E. G. Connette, President, United Gas & Electric 
Engineering Corporation. 

THE difficulties of the electric railways were brought 
in part to a critical state by world causes. While the 
great increase in the prices of commodities of all kinds 
and of labor began long before the war, it is in the period 
since the war opened that these increases have become the 
greatest. 

But just as. prices were going up in a period long before 
the war, so I believe the return to the levels prevailing, say, 
in 1918, will not be a matter of days, weeks or even months 
after the signing of the peace treaty. The tide of prices 
rose gradually over a long period. The ebbing of the tide 
of high prices will carry well on beyond the termination of 
strike on the battlefield. The wealth of all sorts destroyed, 
to the value of billions of dollars, cannot be replaced in a 
brief time. The absolute removal by death and injury from 
the world's productive lists of many millions of workers 
cannot be compensated, except by filling of the ranks from 
the rising generation. 

To the electric railway man these conditions are very 
serious in their import. They mean a long period of high 
costs and high wages. The present situation all grows out 
of the mistake made in the days of street railway infancy, 
of setting a fixed fare, the nickel, to remain through all time 
to cling about the electric railway and choke it. 

But the fact that the mistake of the fixed fare was made 
should not be allowed to hamper the future of our com- 
munities. For that, after all, is what insistence on a fixed 
fare would mean. Individuals come and go, and their for- 
tunes are of little moment. But modem cities to be pros- 
perous must have efficient public utilities. And without 
prosperity public utilities cannot be efficient. Anything 
done to the damage of the public utility damages the com- 
munity by the harm it does to the public service. 
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Serious Condition on the Coast 

By John A. Britton, Vice-president and General Manager 
Pacific Gas & Electric Co. 

THIS company has recently applied to the State Rail- 
road Commission for an increase in its gas rates. 
We have done so only because the steady and heavy 
increase in our cost of operation, including materials, equip- 
ment and labor, compelled us to. 

There has been a steady and constant increase in the cost 
of all material used in the production and distribution of 
gas, and the Company has found it necessary to make appli- 
cations to the Railroad Com- 
mission for authority to in- 
crease the rates at which gas 
is sold in all districts sup- 
plied. 

The extent of the in- 
creased costs may be under- 
stood from a comparison be- 
tween the present price of 
fuel oil and the prices ob- 
taining when the rates nov; 
collected for gas were fixed. 
From the fall of 1911 to the 
fall of 1916 the company 
purchased oil under a con- 
tract for 68y2 cents per bar- 
rel, delivered at San Fran- 
cisco Bay Points, with 
freight added to points 

in the interior. The price being paid at the pres- 
ent time is approximately $1.35 per barrel at San Fran- 
cisco Bay points. In the districts outside of San Fran- 
cisco we will require during the next twelve months more 
than 863,000 barrels of oil for gas making, which, with no 
further increase in oil prices, will cost approximately $1,246,- 
000. Under prices paid between 191 1 and 1916 this oil 
would have cost $654,000. This is an increase of $592,000, 
or more than 90 per cent. 

All other operating expenses have been subjected to 
similar increases. It has been necessary to grant increases 
in the wages of many employees, and further increases in 
the pay of others will be necessary in the future. In short, 
during the next twelve months our operating and mainte- 
nance expenses and taxes in the gas department outside of 
San Francisco will exceed by $750,000 what they would have 
been at the prices and wages prevailing a year ago. 

We do not ask for an increase in our profits, nor even 
that the rates be raised by an amount equal to the actual in- 
crease in operating expenses, but are only asking for a par- 
tial reimbursement of expenses incurred by reason of ab- 
normal conditions, realizing that corporations, in common 
with the public, must bear their proportion of the war 
burdens. 

We must meet our financial obligations, and continue to 
serve our people with gas ; this we can do during the com- 
ing year only through an increase in our rates. 

The increase which we are asking in our rates in the 
communities, outside of San Francisco, supplied by us with 
gas, will yield to us an increase in revenue of less than $500,- 
000, as against the increased cost of $750,000. 

As to our electric generation, we have to deal in that 
particular only with the question of low rates obtaining in 
this state as a result of active competition and the increased 
prices of all materials entering into operation and construc- 
tion costs. These justify revision of very low rates for 
power ; and further, if the government of the United States 
is to maintain the attitude it has maintained in the matter 
of the development of public lands for water power pur- 
poses, it will of necessity drive the companies in this state 



from hydro-electric to steam operated units, which will he 
an added reason for increase in electric rates. 

It is the thought of operators in the public land states that 
congress at its present session will enact a law which will 
remove many of the dt-astic conditions now existing, not 
necessarily in the law, but in the construction of the law by 
the department of the government having charge of public 
lands, particularly those within the forest reservation. 

The two main objections to the present regulations gov- 
erning public land occupancy are ( i ) the uncertain tenure 
of the revocable feature of the permits granted, and (2) 
the imposition of the charges for minor portions of public 
lands occupied in the development of hydro-electric energy. 

Relief Soon or Receivership 

By Dow R. Gwinn, President, Terra Haute Water Works 

Company. 

OPERATING a water works plant in a large city is 
really a stewardship with heavy responsibility, an 
opportunity for great service with a small reward. 

A public utility cannot do its full duty to the public unless 
it is prosperous. 

With a fixed rate of charges for service furnished on one 
side and constantly increasing cost of operation on the other, 
public utilities are in a precarious condition. 

Locally, we are paying for coal two and one-half times 
what we paid several years 
ago. We were paying less 
than $1.00 per 100 pounds 
for alum; within a few 
months the price was ap- 
proximately ^.00. The price 
of cast iron pipe has ad- 
vanced in a couple of years 
from $22 to $64.35 and is 
now almost $50. Our taxes 
will be 25 per cent higher in 
1918 than in 1917. 

But, what is worse than all 
the rest, to those who are 
called upon to make im- 
provements or refund securi- 
ties, is the rapidly advancing 
cost of money; that is the 
most serious problem at this time with many. 

If some relief is not given soon by rate-fixing bodies, 
there will be more than one company in the hands of re- 
ceivers. While the owners of the utilities will suflFer, the 
public will also suflFer. 

^'Legislatures can make laws to regulate capital and capi- 
talists, but they cannot make a law to compel a capitalist to 
invest his capital." 

Surely the public service commissions will recognize the 
changed conditions and give relief where it is so badly 
needed. 



Fare Falls to 3 Cents 

By Thomas S. Wheelwright, President, Virginia Railway & 
Power Co. 

IT COST $255,958 more to operate Richmond's street 
railway system in 1917 than it cost in 1913, taking the 
month of September as a basis. 
At present the average return from transportation is 3 
cents per passenger carried, as a result of selling tickets for 
2^/2 cents in certain hours : to school children and laborers ; 
six tickets for 25 cents and giving unlimited transfers. 
These privileges are greatly abused because of the loose con- 
ditions as stated in the city ordinance governing them. 
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The company is asking for a straight s-cent fare. The 
estimated increase of revenue from a 5-cent fare would be 
$3i3ii7i a year, less taxes paid to the city of $31,317 and 
taxes paid to the state of $3,914, leaving an estimated in- 
crease in gross revenue of $277,940. 

Today in order to render an adequate service this com- 
pany is operating 26^^ per cent more cars than the fran- 
chises require at an annual expense of $189,372, not includ- 
ing taxes and depreciation. 

These are the salient facts in our case, which we have 
presented to the authorities of Richmond. Believing in their 
sense of justice and desire to do what is best for Richmond 
and her people, we expect reasonable relief. 



Capital Cost Doubled 

By H. Hobart Porter, President, American Water Works 
& Electric Co. 

THE privately owned water works are urgently in need 
of rate increases. They are operating under definite 
rate schedules under which water is supplied. These 
schedules were considered adequate at the time of adoption 
and without them the companies would have found it dif- 
ficult, if not impossible, to have sold the necessary securities 
to the investing public to provide funds required to build or 
extend the plants. These rates were originally intended to 
produce an income sufficient to enable the companies, by the 
exercise of energy and economy, to earn a reasonable rate 
of return. 

The great increases in the price of fuel and labor — the 
two principal items entering into the operating cost of water 
works properties — have seriously affected the companies' 
earnings, and at the same time, the rapid growth of many 
communities has created a demand for the extension of 
water services. The capital cost of the necessary extensions 
to the plants is in many cases more than twice what it would 
have been at the time the rates were fixed so that the com- 
panies are not in a position, without rate increases, to earn 
the interest on the new money required, even assuming that 
a market for water works securities existed. 

As an adequate, pure and reliable water supply is the first 
essential to the continuance and growth of any modem com- 
munity, a readjustment of rates is absolutely necessary in 
the interests of both the companies and the communities 
served. 



Conditions Will Bring Advance 

By J. D. Mortimer, President, The North American 
Company. 

ELECTRIC railways, even prior to the war, have re- 
quired higher revenues and greater rates of return on 
utility capital, that additional money might be at- 
tracted to the business, and the companies be in position to 
provide the expansion of facilities required by our growing 
communities. 

Now, war conditions with the rapidly rising wage scales 
for labor, and price levels for coal, materials and repair 
parts, have made more revenues absolutely necessary in 
order to maintain net earnings at their pre-war levels, with- 
out allowances for margins over the inadequate returns then 
earned. Money invested in electric railways and other pub- 
lic utilities is entitled, during war conditions, to higher re- 
turns than were formerly regarded as reasonable because 
the whole plane of interest yields has been greatly elevated, 
due to the tremendous money demands of the warring na- 
tions. The figures formerly used for reasonable rates of 
return are now inadequate. The combined effect of all these 
causes is substantial and electric railway rates will without 
doubt be largely increased. 



Only Industry Unable to Raise 

By L. S. Storrs, President, The Connecticut Company. 

WITH the tremendous impetus given to all lines of 
industry by the calls on all branches of activity for 
supplies of all sorts to maintain our position in the 
great conflict, there has been corresponding demands upon 
the public utility of transportation for a constantly increas- 
ing service. This necessitates the expansion of the trans- 
portation plant in order that it may be an efficient medium 
in keeping a constant flow of munitions and supplies to the 
front. 



With this great activity has come, as a natural conse- 
quence, tremendous increases in the cost of every unit of 
performing service, which, with the fixed price for the sale 
of the product of transportation, has resulted in decreasing 
net revenue. 

This is the sole industry in the country at the present time 
which is not able to increase the cost of its product to 
conform to the increasing cost of production. With this 
fact staring us in the face it is apparent that we cannot ob- 
tain from the investing public the necessary additional 
money which is absolutely demanded to meet the needs of 
the time. 

The increasing cost must be met by the purchasers of the 
product through: (i) An increase in rates of fare which, 
alone, does not solve the problem; (2) a decrease in the 
burden placed upon the revenue of this industry by public 
demands which is essential in connection with the increase 
in fares in order to obtain the necessary relief, or (3) ma- 
terially decreased efficiency in all branches of the service. 
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Higher Rates or Bankruptcy 

By C. J. Griffith, General Manager, Little Rock Railway & 
Electric Co. 

UNLESS some means are provided soon for increas- 
ing the rates of public utilities they will be forced 
into bankruptcy or receivership. The constantly- 
increasing operating costs and demands of the public for im- 
proved service and modern equipment will very soon bring 
about this result. 

On account of the increased costs of operation and re- 
duced net earnings, some utilities are unable to market their 
securities for funds to provide extensions, purchase new 
equipment and make such improvements as the public is 
constantly demanding. 

It is of as much interest to the public as it is to the utili- 
ties that the utilities be permitted to receive a sufficient rate 
of return to pay interest, operating expenses, depreciation 
and the constantly increasing burden of taxes. Utility se- 
curities should be more stable and of higher value than those 
of other industries, for the reason that the life and pros- 
perity of a community is dependent upon the service ren- 
dered by its utilities ; and unless its utilities are prosperous, 
the public must suffer. 

Taxes and privilege licenses are imposed by bodies clothed 
with power to levy such taxes without regard for the abil- 
ity to pay. These taxes, which 'so largely enter into the 
operating expenses of a utility, are in a measure an indirect 
tax upon the public and should be entirely eliminated, thus 
permitting the utility to serve the public at the least possible 
cost. 

Under the present conditions, there is only one remedy — 
rates and fares must be increased, so as to produce sufficient 
return to take care of the constantly increasing demand. 



Higher Railroad Rates Needed 

By Frank Trumbull, Chairman, Railway Executives' 
Advisory Committee. 

THERE can be no such thing as business as usual under 
war conditions in any line. To meet these changed 
conditions there have been and must continue to be 
important changes in the character of railroad service. For 
the inconvenience and annoyance which inevitably follow 
these changes the railroads ask the patience of the public in 
view of the important ends to be served. 

When, to expedite the transfer of important freight, in 
order to furnish the motive power and the rolling stock and 
the labor the war traffic demands they reduce the number of 
passenger trains, extend their schedules and submit to de- 
lays, the railroads ask that the public give consideration 
to the reasons therefor and not let the irritation of the mo- 
ment interfere with generous judgment. 

A late passenger train may easily mean that right of way 
has been given to food or fuel, munitions or troops on their 
way to fight for us on Europe's far-flung battle-line. The 
delayed receipt of some household comfort or some article 
of desired merchandise may easily be offset by the expedi- 
tion of troops on their way to protect the home and make 
safe the institutions under which we live. 

The great war has brought vividly before the country the 
fact that railway transportation is an indispensable arm of 
national defense. For the service of the nation the opera- 
tion of the railways has been mobilized in order that a maxi- 
mum of transportation may be produced with the available 
facilities. Now that we have mobilized operation, there is 
even greater need that we mobilize railway credit and rail- 
way regulation, both of which are too much decentralized. 

What the Administration did for banking it now has the 
opportunity to do for transportation. I believe that the 



day is near at hand when the mobilization of our transporta- 
tion resources will be effected on as broad and solid founda- 
tion as was laid for our banking resources. 

It has been suggested that the Government make large 
loans to the railways from the public treasury. While some 
temporary relief of this sort might be considered, it would 
be only a court plaster and would not cure the real trouble. 
Why encourage the carriers to go into debt to the Govern- 
ment when the trouble today is that their debts are already 
too large? What they need is revenues to enable them to 
meet their existing obligations, not from lending creditors, 
but from shareholders. Why pile up Government debt on 
the already top-heavy load of private debt? We ought to 
have a broader foundation of capital from shareholders, and 
we must have higher rates, both state and interstate, to 
widen the foundation instead of superstructure. I assume 
railroad commissions will not ignore the fact that we are liv- 
ing in an absolutely new world of credit — and that America 
is nov/ a financial island. 



Business Must Have Fair Profit 

By Arthur S. Huey, Vice-President, H. M. Byllesby &• Co. 

WHILE our energies and money are employed in pro- 
viding for, and supporting in every way, the army 
we are sending abroad, it must not be forgotten that 
the interests of the millions at home must not be ignored. 
In order to* give continued support to the army and govern- 
ment, domestic business must not be disorganized by unfair 
legislation or lack of conformity to changed condition. 
Efficient public utilities are at this time of great impor- 
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tance to the nation. War production depends largely upon 
power, gas and transportation; for example, the 40,ocx) 
miles of electric railways in this country can be, if efficient- 
ly organized and managed, of inestimable service. The 
value of gas, light and power in factories, mines, and textile 
industries is indisputable. Added to this the constant; and 
just demands of the home public must be met. 

The cost of everything— labor, coal, machinery and a 
thousand other things necessary to the operation of public 
utilities, has greatly increased. No business can be oper- 
ated efficiently without a fair profit. Dividends must be 
paid or credit is lost, and deterioration and failure inevitably 
follow. 

To meet the increased cost of operation — not for greater 
profit — the utilities are compelled to increase service rates 
during the continuation of these extraordinary conditions. 

This increase has been made with understanding and com- 
pliance in hundreds of cases in both the United States and 
Canada. 

I have faith that the attitude of both the public and the 
commissions is that in a matter so vital to the welfare of the 
people both at home aiid abroad, sufficient revenue should 
be granted to utilities to maintain their financial integrity 
and a high state of efficiency. 



Law of Supply and Demand 

By Guy W. Talbot, President, Pacific Power & Light Com- 
pany, Portland, Ore. 

THE reason for an increase in public utility rates to 
afford an adequate return upon invested capital is as 
simple as the fact that the dollar will buy more or 
less as supply exceeds or falls short of demand. 

Rising prices for material, supplies and labor, increased 
taxation and greater cost of money are not confined in their 
influence upon costs of operation, maintenance and con- 
struction to industries other than public utilities. The 
purchasing power of the dollar of the public utility is no 
greater and no less than any other dollar. If a public utility 
is earning no more than what is a reasonable return under 
normal conditions and the purchasing power of its dollar is 
less because of abnormal conditions, it must have more dol- 
lars to do justice to its bond and stockholders and to meet 
the demands for added service. 

A fair determination of the facts should disclose the 
moral and economic necessity for increased charges for 
service. What the ordinary operation of economic law does 
for unregulated industries should be done by Government 
regulation for regulated industries in response to the opera- 
tion of that law. No injustice is done the consumer, whose 
purchasing power is greater because he has more dollars 
with which to purchase. 

The law of supply and demand works a variable course 
in commerce and industry. Therefore to earn a reasonable 
return rates must be flexible. 



Increase Essential to Cities 

By T. H. Tutwiler, President, Memphis Street Railway Co. 

IF the street railways of the country are to continue to 
efficiently perform their functions they must be granted 
an increased rate of fare. 
The gradual decrease in the purchasing power of the 
nickel has reached the point where it is no longer reasonable 
compensation for a street car ride, such as is at present pro- 
vided in the average American city. 

The electric street railway has made possible the present 



advantageous living condition, in the large centers. The 
liberal policy of extension that has been pursued by the 
street railways has brought this about without expense to 
the city and to the tremendous advantage of the suburban 
property owner and at the same time, the workman and the 
man of moderate means has been enabled to secure homes 
at reasonable price in the suburb with quick and reliable 
transportation to and from his work or place of business. 

It will be very much to the disadvantage of the cities to 
have this condition disturbed. This policy on the part of the 
street railway cannot be continued under the present five 
cent rate of fare. 

It is a good business proposition for the cities to permit 
the street railways to increase their fares to six cents. 



Coal Prices Trebled 

By Donald McDonald, Vice-President and General Man- 
ager, Louisville Gas & Electric Co. 

PUBLIC service companies have been as much aflfected 
by the general rise in prices as any other class of busi- 
ness. 
All public service companies are large consumers of coal. 
Very few of them are buying coal at less than double what 
it formerly cost and many of them are paying three times 
as much for coal as it cost when their present rates were 
fixed. 

Public service companies are also very large employers of 
labor. The competition of government work and of muni- 
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tion factories and other concerns, which can afford to pay 
high wages has compelled large advances in the cost of 
labor. 

The same is true of copper, of leather belting and in short 
of almost every item, which makes up the expense account 
of a street railway or electric lighting company. 

If these companies are required to continue to charge the 
same prices for their service which were charged before 
the present war, it is manifest that they must reach a point 
where their income will not any longer meet their expenses 
and fixed charges; and if this state of affairs continues 
long enough the companies will be unable to render the 
service which they are created to render. 



Little Opposition Expected 

The Northern States Power Company is planning a rather 
general petition for increased rates throughout its territory 
in order to get the money necessary to enable it to con- 
tinue the most effcient war-time service. Some of its sub- 
sidiaries already have been granted increases. Little or no 
serious opposition to its general petition is expected. The 
people are being educated in advance to the rights of the 
company and its obligations to them. 



People Are Fair About Rates 



Cities Service subsidiary companies serving manufactured 
gas have taken steps to advance rates wherever necessitated 
by increased operating expenses. Increases ranging from 
12 to 25 per cent have already been affected at Danbury, 
Conn., Lebanon, Pa., and Lincoln, Neb., with several others 
soon to follow. It is found that public service commis- 
sions, and the consuming public as well, are broad minded 
with respect to the problems of public service in the matter 



of selling an output at a fixed price in the face of rising 
operating costs. . 

Rapidly growing demands for manufactured gas are 
noted as very general throughout the country, particularly 
during recent months. Increases in output of from 20 to 
30 per cent are being recorded at Denver, Colo., Bristol, Va.- 
Tenn., Sedalia, Mo., Knoxville, Tenn., and Fremont, Neb., 
while at Lebanon, Pa., and Salina, Kansas, the increases 
are in excess of 50 per cent, and at Hattiesburg, Miss., the 
increase amounts to 125 per cent. 



Metropditan.Exlison Files New Rates 

The Metropolitan Edison Company, of Reading, Pa., has 
filed with the Public Service Commission at Harrisburg, 
Pa., supplements to its present tariff schedules, providing 
for an increase to power customers to be regulated by the 
prevailing prices of coal. 

The coal clause provides for an increase of about one 
mill per kilowatt hour for every drihr advance in the price 
of coal over $3.50 per ton, delivered, and a decrease in the 
rate per kilowatt hour when the price of coal falls below 
$3.00 per ton, the increase or decrease to be fixed by the 
average price as ascertained from the company's books on 
June 30 and December 3r of each year. 

There will be no advance in rates to lighting customers. 
The company's big power consumers have been voluntarily 
paying for several months the advance now proposed to be 
made general among power customers. Although some of 
them had long time contracts with the company at cheaper 
rates, they admitted the justice of an advance in view of 
the increased cost of coal and were willing that it be made 
at once. 

The advanced rates are to apply in all parts of the com- 
pany's territory, comprising the city of Reading, Pa., and 
Berks County and the city of Lebanon, Pa., and other points, 
in Lebanon County. 



Utilities a War Essential, Represent $15,000,000,000 

of the Plain People's Money-Genuine 

Public Ownership 



OB. WILCOX, vice-president of William P. Bon- 
bright & Co., addressing the investment bankers 
* at Baltimore, did well to urge the greatest possi- 
ble speed on the part of regulating commissions in dealing 
with public utility rate cases. As he indicated, the utilities 
are war essentials and must be given the utmost oppor- 
tunity to do their best. They must not, for the sake of the 
public good, be hamstrung by the slow processes of red 
tape, which are bad enough even in times of less test and 
trial, 

Mr. Wilcox declared that it was essential that all the 
public utilities be continued during the war — essential to 
the national welfare. This can easily be appreciated by 
anyone who will take the time to reflect upon the im- 
portance of the utilities in normal times. How would 
you like to do without your telephone, your electric light, 
gas, modern water supply, street railway, etc? Of course, 
no one would like to ^*ve up any of these modem improve- 
ments, but crippling them or making it less easy for them 
to render adequate service is efiving them up in Dart, and 
if that ever could be done safely, now is not the time. 



Mr. Wilcox said that more than $15,000,000,000 of the 
plain people's money is today invested in public utilities. 
That comes about as close as anything could come to being 
genuine public ownership — of the rational sort. It means, 
too, a still further necessity for giving the utilities a square 
deal. They must have capital to keep up with demand. 
They must have fair treatment to get the capital. One of 
the best signs of the times is that they are getting a square 
deal more and more. 

Another thing Mr. Wilcox pointed out is well worth re- 
peating : It is impossible to estimate how much the hydro- 
electric utilities of this country are today saving the nation. 
Yet coal is primary as a war essential and must be safe- 
guarded. Now, the government is feeling the effects of 
past methods of dealing with its natural resources. Of 
what possible worth is 25,000,000 or 50,000,000 horse- 
power shut up in a national domain at a time when water 
power is most urgently needed as a war essential? Con- 
gress must — and the President has taken the matter in 
hand — give attention to the important proposition of re- 
leasing some of this power with all possible dispatch. 
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Case of the Railroads 

Government Control Must Exclude All Politics, Which Has Been 
the Chief Factor in Crippling Them During the Last Ten Years 

"^ Then came the war. Crippled as they were, the railroads 

jumped into the breach. Within a few days after the 
nation declared war some 700 American railroads had 
merged their facilities as nearly as possible into one system 
and organized the Railroads' War Board composed of five 
railway executives as a volunteer service which they placed 
unreservedly at the disposal of the president. They have 
his own word for it that they did the best that could be 
done within their legal limitations ; that they have come as 
near as they could come, under the circumstances, to estab- 
lishing a unified system of transportation. But the Presi- 
dent believes it now is necessary for the government to pro- 
vide aid to complete such unification. The railroad in- 
creased their volume of business about 20 percent over 
1916, and 50 per cent over 1915 under their own organiza- 
tion and they believe that if the government would leave 
things in their hands and give them all other assistance 
it could, outside of government control, they could meet 
the emergency. But the members of the war board — 
Fairfax Harrison, Samuel Rea, Julius Kruttschnitt, Hale 
Holden and Howard Elliott — speaking for all the rail- 
orads were the first to pledge their support to any plan 
the president deemed best. 

One thing must be apparent to all — it will be necessary 
for the government, in order to make a success of its plan, 
to allow not the least tincture of politics to get mixed up 
in it. The man who represents the nation as traffic manager 
or director must be a man who is big enough for the job, 
with some knowledge of railroad affairs and by no means a 
mere politician, for the best plan might be ruined by poli- 
tics, while the poorest plan might do well without it. 

The government's proposal to guarantee dividends will 
give the railroads their chance of doing their best and at 
the same time protecting the stockholder. After all it will 
still be necessary to give all possible encouragement to the 
investor, who is under no legal compulsion to place or keep 
his money in railroad stocks. This is a time above all others 
to avoid unnecessary discouragement to capital. It is also 
a time to put the silencer on the cheap clap-trap of the gov- 
ernment ownership agitator. There is nothing in the situa- 
tion inviting government ownership. Government owner- 
ship has nothing whatever to offer that would help solve the 
problem. It could only complicate and confuse it. 

The railroads, under the Railroads' War Board, will be 
able to enter upon their new emergency regime with the 
praise of the president, secretary of war and chairman of 
the Interstate Commerce Commission sounding clear and 
distinct. Last autumn when Secretarv Baker said he 
thought "the railroads deserve grreat credit" for the facility 
in handling troops, Chairman Henry C. Hall of the Inter- 
state Commerce Commission observed : 



SINCE the President has supposedly decided on govern- 
ment control of the railroads for the remainder of the 
war, it is encouraging to learn that he does not intend 
to take the management and operation out of skilled hands 
^nd that he looks upon it purely as a war measure, to 
be supplanted by the old method when peace comes. To 
turn the roads over to the management of politicians in 
peace or war would be disastrous. 

Government control even now is the result more of polit- 
ical interference than anything else. Had the government 
for the last decade handled its side of the railroad question 
as efficiently as it should have done, free from politics and 
prejudice, it is extremely doubtful if conditions now would 
have suggested the necessity of government support to in- 
sure railroad revenues. Had the government kept in mind 
the fact that the power to regulate involved the obligation 
to protect things might have been quite different now. The 
inevitable result of steadily increasing costs of operation 
and steadily diminishing net revenue has come. 

Railroad men knew what was coming. They had been 
warning the country for years that if the railroads were to 
keep up with the demands of progress they must have the 
right to make their rates commensurate with their expenses 
— rost of materials, equipment, labor, taxes. They knew 
and they tried to get the people to see that they should be 
expending hundreds of millions of dollars a year in exten- 
sions and improvements, but that it was impossible under 
the circumstances. The time came when purchases of need- 
ed supplies fell off alarmingly and new mileage ceased en- 
tirely. On top of all this came the Adamson law with its 
additional wage burden of $60,000,000 or $70,000,000. 
While this increase in wage was granted without hesitation, 
a simultaneous request by the roads for a nominal freight 
rate increase went begging. 



"The co-operation of the railroads with the govern- 
ment has made it unnecessary for President Wilson even 
to think of commandeering them." 

Secretary of the Interior Lane, formerly of the com- 
merce commission, seemed to share this view in declaring 
in the cabinet that it would be better not to impose govern- 
ment control on the railroads. But the president does so 
only after paying the roads the highest compliment for their 
patriotism and skillful management and because he believes r 
it td be necessary. Therefore it becomes the people's policy 
and they will support it, led by the railroads, themselves. 
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Fifty Million Railroad Owners Are 
Entitled to Fair Rates of Return 



i HIS is a good time to reiterate the statement that mil- 
lions of the plain people are the real owners of the 
American railroads. 

Among them are 33,000,000 policy holders of old line life 
insurance companies, representing 46,000,000 policies and 
one-fourth of the population of the country. Then come the 
large numbers of savings banks depositors and others, total- 
ing some 50,000,000. 

These railroad owners have grown so large in ntmiber 
that they have organized themselves into the National Asso- 
ciation of Owners of Railroad Securities, with S. Davies 
Warfield of Baltimore as president. Mr. Warfield shows, 
as proof of the far-reaching interest* of the people in the 
welfare of the railroads, that $1,500,000,000 of the total 
assets of $6,000,000,000 belonging to the policy holders of 
life insurance companies is invested in railroad securities. 
In other words, one-fourth of the money policy holders have 
provided by life insurance for the protection of those to 
come after them is invested in railroad securities. 

Then some people talk about "public ownership" of the 
railroads, as if it did not already actually exist in its best 
and truest form. 

Mr. Warfield in a recent speech reviewed the effect which 
the present system of public regulation has had upon the 
savings of a large portion of the population invested in rail- 
road securities as deposits in savmgs banks and through 
other institutions and indicated that upon the attitude of 
public tribunals in the future will largely depend the security 
of this class of investments as well as the ability of the 
transportation systems to perform the service required of 
them in the interest of business and national safety. 

"This is a great public question and we must so treat it," 
said Mr. Warfield. "It is not that the real or intrinsic value 
of railroad securities generally has depreciated, for it has 
not ; on the contrary, the railroads are showing the greatest 
gross earnings in their histories, but in most cases with less 



net revenue. They have the business, but the system under 
which they are permitted to operate has restricted the appli- 
cation of ordinary business methods, causing this shrinkage 
in net earnings. This must be corrected. That it has not 
already been is largely because of a misconception on the 
part of the public of the true meaning of regulation as it 
applies to the railroads. This condition has really arisen 
from a hostile attitude towards the carriers." 

Mr. Warfield urged that regulation be made constructive 
as well as protective — not merely restrictive, as it has been 
all too much since it was first established. 

"The real value of railroad securities will be seriously 
affected only when the public has become fully convinced 
that government agencies of regulation and control have 
determined upon a fixed policy towards the carriers, which 
fails to recognize that the rights of those who own their 
securities demand, at least, equal protection with that ac- 
corded the shippers and others who use the railroads. Con- 
ditions for some time have been intolerable. We must face 
them. I know of no extreme condition of equal importance 
that the American people have not finally solved, and solved 
properly. 

"One of the difficulties of the situation lies in the fact 
that the Act of Congress under which the Interstate Com- 
merce Commission operates has apparently been construed 
by the commission as having been planned for the restric- 
tion of the railroads. This act was subsequently amended 
so as in effect to nullify the initiative of the railroads in 
making rates. This was done without clearly specifying that 
it is a duty of the commission to protect the carriers and 
their revenues in the interest of the transportation welfare 
of the country, not merely to act in a restrictive capacity. 
Having practically taken control of the operation of the 
carriers the commission should also assume the responsi- 
bility of exercising ordinary business foresight and precau- 
tion to enable the carriers to at all times meet the changing 
conditions which confront them." 



State Commission Sustains Higher Rates and Urges complaints have been entered by patrons, either against 



Fair Play 

The following is quoted from the Washington Public 
Service Commission decision abolishing the sale of 4 cent 
street railway tickets in Seattle by the Puget Sound Rail- 
way, Light & Power Co. 

"This commission would be remiss in its duty if it failed 
to recognize the economic changes which have taken place 
and are still taking place, and the unbalancing of activities. 
We are passing from a peace to a war footing. Under these 
conditions few, if any, of the old relationships can continue 
to exist. If we have any power to aid in the readjustment 
of matters that new conditions may be met, we should be 
fair enough to exercise it. 

"Every article which the company must purchase to 
maintain its properties is abnormally high. It is in evidence 
in this case that the wages of the employes have greatly 
increased, and that further advances and new conditions 
are being demanded. They call for increased expenditures. 
All just demands of the workers of the respondent must 
be met. We know from personal contact with the con- 
ductors and motormen that they are manly, courteous and 
efficient. From the files in this office we know that few 



the company or its employes, as to the operation of trains, 
and few accidents have occurred in Seattle, the fault of 
which is traceable to the company or any of its workers. 
These are commendable facts, and such efficiency should 
be maintained if the statute law of the State is to be com- 
plied with." 



129 Per Cent Increase in Prices of Railway Ex]uipment 

Just as an illustration of the effect of price increases 
upon the railroads alone, — the aggregate purchases by the 
New York Central of locomotives, freight cars and pas- 
senger coaches between August, 19 14, when the war broke 
out, and October, 191 7 — three years and two months — 
amounted to $84,324,736, while these same units at present- 
day prices would cost $193,028,610— just $108,703,874 
more money. That would be an increase of 128.91 
per cent. 

What is true of the New York Central is relatively true 
of every other railroad in the United States. 

And what do railroads mean to a nation at war? Sen- 
tentiously, "everything," might answer the question. 



Page 25 



Digitized by 



Google 



Some Local Utility Costs Whole Rate Basis Changed 

PRICES tell the tale. -They determine the cost of opera- T^ M. WALKER, who recently went to Terre Haute, 
tion and what utility companies must have in rates fij Ind., as general manager of the Terre, Haute, In- 
to render Service -and pay their way. Taking actual -■— '• dianapolis & Eastern Traction Co., in a late inter- 
prices as they existed in 1916 and 1917, the Society for Elec- view with Nora Ball Ragsdale of the Terre Haute Tribune, 
trical Development showed a few months ago what enor- said of the street railway situation : 

mous increases electric companies were paying for every- ^'Present economic conditions make it impossible for us 

thmg, mcludmg labor and taxes. Smce these figures were to do anything now. Consider, for instance, the five cent 

compiled the range of prices has been upward and not down- ^ar fare. That fare was based on a $2,000 car and a $28- 

ward, so that the foUowmg percentages of increases, article a-ton steel rail, and other expense of like nature. The fare 

by article, are more apt to be too low than high : Js still the same with a $5,000 car, such as they cost today. 

Per Cent Increase. and $75-a-ton steel rails.'* 

^^^^j. 20 to 80 ^^ ^^^ ^^ ^^^ Grasselli plant extension is concerned, Mr. 

Taxes . . . . ! . . . . .... . . . '. . . . . . . . . . ...... '. . '. * 35 Walker said he had not given it study as yet ; that it would 

Hardware 25 be very necessary to study it carefully to see whether it 

Copper 45 would pay the company to build the two or three mile ex- 
Transformers, meters and motors |o to 100 tention. He said it would be necessary to know the amount 

Cement ....................................... 25 of traffic; whether it would be possible to make enough to 

Boilers 60 to 100 keep the extension in good condition, and whether or not 

Electrical machinery 25 there would be a continuity of operation of the factory — to 

Lubrk^ts • • • ; .;;"■*; *. 30 ^^y ^^^^'^^S ot the cost of building the extension. 

Boiler room supplies 29 As Mr. Walker figures it, the traction company is just 

The following comparisons of prices of street railway ^ little more "up against it" than any other concern just 

material and equipment were made by the Cities Service "?W; J?^ P^^'^^s to the fact that the cost of groceries and 

Companv rece^itly and published in this magazine. They, ^^ clothmg has mcreased three-fold and that all other neces- 

too, have continued up and not down : sanes hkewise have gone up. He has an idea that the public 

Per Cent accepts these as inevitable, pays the pnce and goes on. But 

1914 1917 of the same public would not stand for an increase in traction 

Price. Price. Increase, rates, he asserts. 

Cast iron car wheels, each $ 7.06 $ 8.15 15.15 ii-pu trartion romnanv has outjrrown its old suit'' he 

Steel iron car wheels, each 15.00 22.50 50.0 ./V* "^ftion company nas outgrown us oia suit, ne 

Round steel axle blanks, each 20.45 23.51 14.65 said, and it can t get enough money together to buy a new 

Brill axles 17.12 18.84 9.96 one. Therefore, it has to stay in a barrel until relief comes." 

Armature coils, G-57, each 125.00 151.56 21.2 . 

Armature coils, W. H. 510, each 26.00 40.66 51.2 — 

Copper wire, per pound 30.00 62.50 107.0 ^ e ^oi / ^ i_ i -^ • d» u i 

Soft steel, per cwt . : 16 .35 118.9 19^6 for 68^2 cents a barrel, it was paying $1.35 a barrel 

Glass for car windows, per box 1.65 4.50 172.5 at San Francisco bay points in 1917. In its territory outside 

Brake shoes, per ton 4.05 5.07 25.2 of San Francisco it showed that for the coming twelve 

Street car controller, each 25.00 45.00 80.0 months CioiS) its oil requirements would at prevailing 

Trolley bases, each 17.00 24.00 41.1 . ^ r • r ^u • 11 r j** - 

Rail, per ton 32.40 60.00 85.1 prices, not figuring further increases, call for an expenditure 

Track bolts, cwt 2.25 3..58 59.1 of about $1,246,000, while under the 19TI-1916 prices it 

Track spike, per cwt. 1.85 2.39 29.18 v.ould have cost only $654,000. And what is true on the 

Oak ties, each .69 .88 27.6 Pacific coast is relatively 'true throughout the country with 

Crushed stone, per cu. yd. delivered.. 1.25 1.70 41.60 „ . ^ 4. -i u 4. 4.u- u - u* 

Tongue switches and mates, complete, ^^^ ^^^ companies, not only as to oil, but everything bought 

each 290.00 355.00 22.40 for operation. 

Wire nails, per keg 1.88 3.45 78.20 With the government having to commandeer copper and 

Portland cement per bbl. 1.30 2.19 68.50 gome other commodities, companies are finding it difficuh 

Sand, per cu. yd., delivered 50 1.25 150.00 , . • ui ^ ^ • ^ ^ 

Gravd per cu. yd., delivered 85 1.25 47.10 ^nd in some cases impossible to get equipment at any price. 

Structural beams, per cwt 1.10 4.00 263.60 All of which imposes extreme hardship, for which, m all 

Coal, per ton, delivered 1.50 4.50-6.50 333.33 fairness, allowance must be made. 

In addition to the foregoing, wages have increased during this 

interim from 15 to 25 per cent and whereas two years ago a mile 

of trolley wire only meant an investment of $325, it now requires . Commission Raises Gas Rates 

Motor equipment has advanced oxer 50 per cent and following jhe West Virginia Public Service Commission recently 

are some of the other advances: ^^^^ ^^^^ rendered a decision on the West Virginia Traction & Elec- 

Track spikes, per 100 lbs. $2.15 $4.00 trie Company's petition for increase in gas rates filed last 

Steel trolley poles, each 1.10 2.10 April. The decision very closely agrees in total with the 

Track plates, per lb 02^^ .10 petition, but the rate established by them, while returning 

Co«Ln"ls'te%e^^^^ 09 13 practically the amount of increased income requested, will 

Chestnut ties] each !4b .60 apportion it somewhat differently between the various 

Cement, per bbl 1.29 2.09 classes of business, with the result that no increase in do- 

9^^^^**j^^*^ *^" ^'^A ?AA mestic rates will be made, a condition most favorable to 

Crushed stone per ton . . 50 1 00 j^^, development. Based on the existing consumption of 

. What is true of electnc lighting, power and street railways ^h^ increase will mean an added revenue of between 

is, of course, relatively true of gas, water and telephones, as $60000 and $6s 000 per year. 

well as steam railroads. The gas companies are up against ' ' 

enormous increases in oil. The Pacific Gas & Electric Co. 

filed application for authority to increase all of its gas rates There is one wish the kaiser will get. He sent his troops 

outside of San Francisco, showing that whereas under a forth in 1914 with the reminder that they should never 

contract it bought oil from the fall of 191 1 to the fall of let the world forget that they were Huns. 
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Rate of Return 

Not Enough Merely for Service Rates to Be Increased, Return on 
Capital Must Be Adequate to Secure Funds Needed for Operation 

By James B. Wootan 



IT IS not enough simply to increase rates of service to 
consumers, public utilities must be assured adequate 
rates of return on investment. Money is, after all, the 
prime requisite in successful utility operation. In order to 
get it the utility must have a rate of return sufficiently sound 
to make its securities attractive to investors. 

This wants to be kept in mind more than ever today 
when the cost of everything entering into operation — labor, 
equipment, material, taxation and money, itself — is steadily 
and enormously increasing. For never quite so much as 
now was the country in need of efficient utilities and effi- 
cient utilities have to be economic utilities. 

It is gratifying to note that courts and commissions are 
giving careful consideration to this matter of fair rates of 
return. The United States Supreme Court is so inclined. 
This tribunal's attitude on matters of regulation has been 
recently reflected in disposing of the appeal of the Missis- 
sippi railroad commission from a decree of the United 
States District Court for the Southern District of Missis- 
si|^i enjoining the enforcement of certain orders of the 
Commission requiring the Mobile & Ohio Railroad Com- 
pany to restore certain passenger trains for service. The 
court said that while the scope of the power of regulation 
over carriers was very great and comprehensive, neverthe- 
less the property invested in the railways of the country 
was under the protection of the fundamental guarantees of 
the Constitution and was entitled to as full protection of 
the law as any other private property devoted to a public 
use and could not, therefore, be taken from its owners 
without just compensation or without due process of law. 

Further, the court stated that this power of regulation, if 
exercised in so arbitrary or unreasonable a manner as to 
prevent the carrier from obtaining a fair return upon the 
property invested in the public service, passed beyond law- 
ful bounds and was void because repugnant to the due pro- 
cess of law as provided in the Fourteenth Amendment of 
the Constitution of the United States, 

With these principles in mind, the court sustained the in- 
junction restraining the enforcement of the orders of the 
Commission, since it appeared that, despite the fact that the 
carrier had resorted to rigid economies of every sort before 
it discontinued the trains in question, its profit for the entire 
year preceding such discontinuance had been only $85,000, 
and the continued operation of the trains in question would 
involve a loss of $10,000 a month. 

The only pity is, and it amounts to a national calamity, 
that such dictum as this could not have stood for the last 
few years against the misled popular sentiment that has 
brought the railroads to their present condition l^ a denial 
of their right to earn an adequate rate on their investment. 

Street Railways 

The condition of the street railways is due to the same 
cause. Take the situation in New York state. The public 
service commission of that state recently disclosed that, as 
a result of inadequate rates of return on investment, not 
one-half of the electric railways outside of New York city 
were making enough to pay their fixed charges, while some 
were not even earning their operating expenses. 

Not since 1907, when New York's commission was es- 
tablished, has one of these electric railway companies paid 
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regular dividends as large as the courts have determined 
utility investments are entitled to — 8 percent. More than 
half of these New York companies do not pay any dividends 
at all. The official records disclose that the percentage of 
net income (available for paying dividends) to the total 
capital of these companies has run as follows for the last 
few years: 3.44 in 191 1, 3.33 in 1912, 1.75 in 1913, 1.45 in 
1914, 0.77 in 1915. 

What is the result there? Not one dollar of new street 
railway stock issued since 191 1. Investors won't have it. 
Why should they? But cities and suburbs must have street 
railways. They are vital to their prosperity. The fact is 
that even the biggest and strongest electric companies in 
that state, so Joseph K. Choate points out, have to pay 
more than 7 percent for money, while some companies pay 
as high as 10 percent for it, and others cannot get it even 
at that. 

Do you know of any business that can exist, much less 
thrive, when it has to pay 7 or 10 percent for capital and 
get such an inadequate rate of return as to leave only from 
0.77 to 3.44 percent available for dividend? 

Electric Light and Power 

Rates of return for utilities must be fixed upon broad and 
comprehensive bases. For instance with an electric plant, 
there are hazards uncommon to many other classes of in- 
dustry, not the least of which is — ^this is true with respect to 
all utilities — political interference and popular whim and 
this needs to be seriously considered in fixing any rate of 
return. 

It is wholly unfair and shortsighted for anyone to sup- 
pose that a business which is so constantly and acutely sub- 
jected to the vagaries of politics, not to speak of the divers 
extra hazards, can be held to the same level of rates of 
return as the business which is subject to neither these extra 
hazards nor political trade-winds. 

It is encouraging, though, to note a gradual improvement 
in public imderstanding and disposition at this point. There 
is a good deal of evidence to show that the people are com- 
ing to appreciate the fact that adequate service depends upon 
adequate revenue, as so well stated in Dr. Hayes' little 
equation : 

Fair present value X fair rate of return = ( fair charges 
for service X units of service consumer) — operating costs. 

It will, of course, not be charged up to us as an arbitrary 
dictum, this insistence upon extra hazard as a consideration 
for adequate return, when such dicta as the following from 
the courts, themselves, are brought to mind. (This is quoted 
from a ruling in a case aflfecting the Missouri, Kansas & 
Texas Railway.) : 



"A reasonable return is one which, under honest account- 
ing and responsible management, will attract the amount 
of investors' money needed for the development of our 
railroad facilities. More than this is an unnecessary public 
burden. Less than this means a check to railroad construc- 
tion and to the development of traffic. Where the invest- 
ment is secure, a reasonable return is a rate which approxi- 
mates the rate of interest which prevails in other lines of 
industry. Where the future is uncertain the investor de- 
mands, and is justified in demanding, a chance of added 
profit to compensate for his risk. We cannot secure the 
immense amount of capital needed unless/ive m^cepn^ls 
and risks commensurate." ninitiv^H h\/ V tOOQIC 
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44]^ yTR. CHAIRMAN, I believe if men mutually un- 
l^^l derstood each other, they would have confidence 
in each other and if they had confidence they 
would respect each other's rights and interests. I think it 
was Charles Lamb who said he couldn't hate a man that he 
knew. Then, I say wc ought to know each other and each 
other's business and withhold confirmed opinions until we 
do know." 

It was the erudite Amos Rogers who spoke. 

"My experience teaches me that the best antidote, yes, 
even preventive, for prejudice and ill feeling is information. 
I have found in my business affairs that if I let my customers 
into my confidence, I get their confidence in return and then 
we have little difficulty getting on as we should. In other 
words, this new business era of informing the public is the 
way to transact business. An informed public is the only 
safe public. 

"Two months ago the electric light, gas and water works 
of our worthy city made a request upon the city council for 
an increase in rates. The managers of the company set forth 
an abstract statement to the effect that they could not cope 
with the high cost of doing business on their old rate sched- 
ules and that, therefore, they were entitled to the increases 
asked. But they found a skeptical public. Most of the peo- 
ple shook their heads. They had always heard and believed 
that corporations, especially utility corporations, made enor- 
mous profits, that, in the first place, they watered their stock 
and then reaped excessive revenues on inflated capitaliza- 
tion. So they paid little attention to the statement of the 
company, except that some of our well-known agitators 
made it the occasion for renewing their demands for munic- 
ipal ownership of all of these properties. 

"I was not much surprised at all this. I viewed the situa- 
tion with uncommon interest. I wanted to see if these gen- 
tlemen, keen business men, at the head of our utility cor- 
porations, were going to overlook the one thing necessary 
to bring them the increases to which they were entitled. 
There was one thing for the company to do, and I waited 
to see if it was going to do that one thing. You know, of 
course, that I did not have to wait in vain. Two months 
have gone by. Today the people of this community are fully 
informed of the business of this company. They know that 
the company is entitled to these increased rates, which our 
worthy city council, I am happy to say, has just granted. 
The people know because the company did not stop at mak- 
ing the first abstract statement, but went ahead, after dis- 
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covering that that was not enough, and shozved the people 
what it could never have told them. In other words, the 
company figuratively speaking, took its consumers into its 
inner office, laid bare its records and made them see that it 
was not overcapitalized, that it was paying heavily increased 
prices for everything it bought, including labor and money, 
that it was paying very much more taxes than formerly ; in 
short that its cost of operation had tremendously increased, 
while its rates of return had remained stationary. The com- 
pany had no difficulty in showing the people that it was to 
their best interest that the company should have a fair rate 
of return and that it was impossible for it to continue busi- 
ness without an increase. Then the company got the in- 
crease, for the people of this community are both intelligent 
and fair. Our friend, Hiram Dodgem, himself, the spokes- 
man for the anti-corporation and municipal ownership ele- 
ments of our community, came out in the press with a very 
frank statement in which he said that, on the showing the 
company had made, he thought it ought to have increased 
rates. 

"I am frank to say that the public utility corporations of 
this country are leading the way in this matter of doing busi- 
ness in the open, of getting the facts before the people and 
that they are being rewarded by the people in the majority of 
cases for their wise and proper policy." 

"What our friend, Amos Rogers, has said is all so true 
and interesting that it needs no fortifying," observed John 
Masterson Mclnnery. "I should nevertheless like to add a 
word or two with your indulgence. ("Go on, go on," from 
Patrick Flynn and Old Dad Bledsoe.) Not only do the cor- 
porations gain the confidence of the people by this straight- 
out dealing, but they tend to minimize the mischief which 
designing agitators can do. They put the latter upon the 
defensive with an intelligent people. In other words, where 
the corporation convinces the people that it has given them 
the truth, they are apt to throw onto the agitator the burden 
of proof. Intelligent people know that with the system of 
regulation, which exists today, they have all the protection 
they need in dealing with business of any kind. While busi- 
ness knows that this very system of regulation affords them, 
for the most part, adequate protection against injustices, 
the fact is no utility company should fear the results of ask- 
ing for its rights. If prevailing rates are really insufficient, 
after all possible economies have been effected, the company 
owes it to itself and the community it serves to say so and 
back up its statement with the evidence, so that things can 
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"Mr. Chairman and gentlemen/' said Ben Rodney in his 
second speech before the club to whose gracious embrace 
he had but recently been admitted, "I have been thinking as 
my friends spoke of what trouble and unnecessary expense 
and suffering mutual confidences well grounded will avoid. 
I point, sirs, in these days of wars to that unfortified boun- 
dary line 4,000 miles in length which separates our blessed 
country from our neighbor to the north. Had Canada or 
England and the United States not believed in each other, 
had they not been convinced that each other meant to do 
the fair thing, why, sirs, one or 'tother of *em might have 
gone to work and fetched up some sort of scheme for to 
build big, costly fortifications along that great frontier and 
then soon as the fortifications were done somebody would 
of begun to fire, for the very building of the fortifications 
would of meant mutual suspicion, and trouble always 
follows when two fellows gets it into their heads that they Ve 



got to watch each other. England and Canada and the 
United States have believed in each other ; more than that, 
they have knowed each other and that's the reason they 
ain t been no fortifications there. Each country has had 
sense enough to know that prosperity for one meant pros- 
perity for 'tother and so they both pujt their heads together 
and fetched up all the prosperity between that they could. 

"And they ain't any other way for business and the people 
to do but that. This here thing of some loud-mouthed agi- 
tator a getting up and making a big holler about what some 
*big business' concern is a doing to rob the people is all bunk. 
When I hear a holler like that I say right away, somebody's 
trying to land something and he don't taiow how to go about 
it except by trying to make the people believe that they are 
being robbed and gotta look to him to save 'em. 

"But I'm glad, like the rest of you, that these here utility 
rates is being raised where they orter be, 'cause it's the only 
square way to do." 



Three C*s of Railways- 
Coal, Copper and Cars 



THE facts of the rapidly rising cost of coal, copper and 
cars, three of the most important items in the supply 
budget of the street railroad business have been 
placed before the New York up-State Public Service Com- 
mission, in their consideration of the 6-cent trolley fare 
cases. William H. Heulings, sales manager of the J. G. 
Brill Co., which makes more than half the trolley cars built 
in the United States, filed a statement that part of the cost 
of developing a rapidly changing business like the electric 
railway business is the expense of putting in improved mod- 
els of cars and apparatus long before the old have worn 
out. 

As to increased cost of cars, Mr. Huelings submitted this 
table of costs of the component parts : 

1913. 1917. 

Billets $14.65 $61.93 

Bars, shapes and plates I9-SS 81.96 

Tubing 36 .52 

Springs 7.06 24.17 

Malleable iron 11.99 22.88 

Brake shoes 1.94 3.03 

Bearings and center plates 6.73 13.68 

Journal boxes 12.00 25.60 

Cast bolsters 13.65 36.80 

Lumber 08 .30 

Bolts, nuts, etc 4.54 8.50 

Paint 2.39 3.75 

Fibres 25 48 

Oil and waste 78 i.io 

Axles 22.77 88.74 

Mr. Heulings added : "Glass and canvas show an increase 
of 100 percent, and other materials in about the same pro- 
portion. The normal cost of a street car was formerly about 
equally divided between material and labor ; nowadays it is 
practically $2 for material to $1 for labor, and the labor 
increases in all shops from 1913 up to the present time is 
from about 14 to 28 and 30 cents an hour, and with skilled 
labor often much more. 

"The increase in street car sundries is just as large, and 
these items of maintenance the railroad company cannot 
escape. They can evade buying new equipment for a time, 
but there is a corresponding increase in supply parts to main- 
tain present equipment." 

A. H. Englund, vice-president of the Electric Service Sup- 



plies Company, of Philadelphia, testified to increases in costs 
of all overhead supplies — such as trolley wire, insulators, 
brackets, etc., about 30 items — ranging about 100 percent. 

James A. Emery, consulting engineer and appraiser for 
one of the largest public utility companies in the United 
States, testified to the following increases in coal, copper and 
rails : 

1916. 1917. 

Girder rail $36 a ton $60 a ton 

Bessemer T rail 28 a ton 38 a ton 

At the present time, owing to the war, rails are difficult to 
get at any price. 

1914, 1917, 

per lb. per lb. 

Lake copper 13 .30 to .36 

In coal, the recent increases have been very great : 

1915. 1917. 

Lump coal $I.I5 $5.00 

Mine run 1.05 5.00 

Slack coal 90 5.00 

Mr. Emery said : "The great difficulty at the present time 
is for electric roads to obtain any assurance that they will 
get their necessary supply at any price whatever." 



Cost of Operation Rises 



The Crawfordsville (Indiana) Electric Light & Power 
Co.'s analyses for the last four vears show that while gross 
income steadily increased, total expenses did likewise, so 
that net revenue steadily decreased. In 1914 the plant oper- 
ated on 49 percent of its gross income, in 191 5 on 52 per- 
cent, 1916 on 55 percent and in 1917 it took 63 percent of 
the gross income to pay for operation. 



"Special privilege to none, equal rights to all." That is 
all the utilities seek. 

In asking for increased rates public utilities want only 
what they must have to give the public adequate service — 
an even break on the burden of the war. 

The nation's cause will not be helped by killing off a 
single legitimate industry that affords maintenance to Amer- 
ican citizens. The only thing to do is to conserve all re- 
sources, waste nothing and make the most of everything. 
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Shall Federal Action Be Asked for Utilities on 
the Ground of the Most Direct Procedure 



SHALL the federal government be asked to intercede 
in behalf of public utility companies during the war? 
The question has been projected by the Union Power 
& Light Co. of Omaha, Neb., in a letter by President W. B. 
Roberts to various large utility operators. The letter reads : 

We own and operate a number of electric properties in 
this section of the country and we would be under obliga- 
tions to you for an expression of opinion on a subject of 
serious importance to all owners of such properties at 
this time. 

The idea has been advanced that the federal government 
might be prevailed upon as a war measure to adopt means, 
measures and regulations permitting public utility properties 
to charge higher rates, say on a straight line basis of 5%, 
10% or some other percent of their present rates. 

The question of the legality of such action may occur, 
but the government has broad powers in its prosecution of 
the war. It has regulated the price of coal, copper and other 
commodities entering into the production of electrical 
energy and it would appear on the surface at least, that 
the federal government has the necessary authority to 
regulate the price to be charged for electrical energy. 

It is vital to the prosecution of the war that central 
stations producing and distributing electric energy continue 
to fully supply their customers and possibly give full ser- 
vice to new applicants, especially those engaged in manu- 
facturing war necessities. Coal should be conserved and 
increased rates should result in a saving in coal through 
the resulting reduction in electric consumption. 

It seems that in such states as have public utility com- 
missions it is necessary for each individual company seek- 
ing an advance in rates charged by them to present their 
case individually to the commission. This very fact pre- 
cludes prompt relief to all companies in those states. 

Central stations to take care of increased demands must 
be financed. The investing public is aware of the increasing 
cost of all commodities entering into the business of cen- 
tral stations and of the stationary rates at which electric 
energy is sold Hence, investors are timid about advancing 
money to such companies. A measure of protection by the 
federal government might materially change this situation 
and allow expansion of service, which may in instances, 
permit speeding up productions necessary to the prosecution 
of the war. Action seeking relief from the federal govern- 
ment might be taken through the National Electric Light 
Association. Possibly the first move might well be made 
through the state section of the National Electric Light As- 
sociation and passed on to the national organization. 

We offer these suggestions for your consideration and 
would be pleased to have your expression of opinion on this 
subject. 

While, as Mr. Roberts brings out, the federal govern- 
ment is exercising very broad powers today with regard to 
the control and regulation of coal, copper and a number of 
other important commodities, its policy in ordinary times 
has been not to interfere with state administration and 
regulation unless the state in some way lapsed in its own 
authority. It may, therefore, be questioned whether, on 
that score, the government would deem it wise to intercede 
at this time in behalf of the utilities, which, as all admit, 
are supremely necessary to the winning of the war. One 
thing, however, must be kept in mind — these are not ordi- 
nary times and many remarkable innovations have had to 
be made as war measures, which would hardly have been 
conceived as possible during ordinary times. So in any 
event this proposition must be considered in the light of 
extraordinary times and conditions. 

Of course, this has nothing to do with the regulation of 
interstate concerns. For them nothing is to be regarded as 
at all safe, especially now, except single federal control. 
Neither is Mr. Roberts* proposed plan to be taken as a re- 
flection upon the good faith or intelligence of the state com- 
missions. For the most part, they are conspicuously alive 
to conditions, able and eager to help and, as is amply shown 



in this magazine, they are promptly granting relief to public 
utility companies in various states. The only proposition 
with reference to them is that single federal regulation 
would be more direct than the various state bodies could 
possibly make it and it is speedy action that is needed. 

Mr. Roberts points out that in states it has seemingly 
been necessary for companies to be dealt with separately 
and this naturally involves loss of time where an emergency 
exists. That was notably the case in Missouri where the 
companies acting through the Missouri Association of Pub- 
lic Utilities petitioned the state commission for relief as a 
whole and the commission decided it necessary to deny 
the request and hear the case of each company separately. 

Detroit United Railway Has 
to Cancel Its Reduced Rate 

THE Detroit United Railway has been compelled to 
withdraw its fare of seven tickets for 25 cents on its 
city lines in order to get sufficient revenue on which 
to continue business. It now has a straight 5-cent fare and 
a workingman's ticket good for a limited period morning 
and evening. 

The company since August, 1913, had been operating on 
a '*day-to-day agreement," which might be abrogated either 
by the company or the city at will, in which event the com- 
pany reverted to the terms and provisions of its original 
grants. The company first, weeks in advance of its action 
December i, abrogating this agreement, laid the conditions 
before the city council and the people of Detroit. It showed 
how all materials entering into operation had enormously 
increased in price, copper alone going from 12 to 42 cents 
a pound in three years and labor increasing more than 41 
per cent in cost to the company. It showed that operating 
expenses had risen from 68 per cent of the gross earnings 
to 83 per cent. In short the company made a plain face of 
the facts to the public it serves, showing that it simply could 
not continue to meet expenses unless allowed some measure 
of relief. 

In a statement to the mayor and city council dated De- 
cember I, President F. W. Brooks, declaring the necessity 
of withdrawing the 7-for-2S-cents tickets, showed the com- 
pany's operations on its city lines for the month of October 
were on the basis of an annual deficit exceeding $2,000,000 
and that "even the rates of fare in eflfect prior to August 7, 
1913 (to which the company reverts), are insufficient to 
yield, under present conditions, a return upon the capital 
invested and it is certain these conditions cannot be im- 
proved immediately." 

Mr. Brooks further said: "The conditions making this 
course necessary are as much regretted by ourselves as any- 
body else." But, of course, the war and not the company 
must be held responsible for these conditions. "The men 
in the service must be paid for their labor," continued Mr. 
Brooks; "taxes must be paid; we must pay for necessary 
materials and we are not now getting enough money to do 
these things, saving nothing about interest and dividends." 
"This Company Was Forced to Act Just When It Did" 
Is the caption of a published statement issued by the com- 
pany, clinched by this self-evident fact: 

"This thing is clear — ^that the peopole arc entitled 

to the service they pay for and they are entitled to 

pay for the service they want." 



Page 30 



Digitized by 



Google 



Page 31 



Digitized by 



Google 



Income Decreases 8 to 10 Percent 
Expenses Increase 21 Percent 

That Is the Crux of the Case which One Street Railway Company Makes in Plea for the Right to Advance 

One Class of Its Passenger Fares 



I 



F your income de- 
creased from 8 to lo 
per cent and your 
expenses increased 2i 
per cent and your com- 
pany never paid a divi- 
dend you would feel you 
had a right to a higher 
operating rate, wouldn't 
you? 

One of the most con- 
vincing appeals for in- 
creased rates and fares 
for public utilities is con- 
tained in a petition filed 
with the Public Service 
Commission of Indiana 
by T. F. Grover, vice- 
president and general 
manager of the Chicago, 
South Bend & Northern 
Indiana Railway Com- 
pany. This company, which operates in and between 
many cities and towns, charges 5 cents per passenger 
within cities and 2 cents per mile outside of them. It 
asks, simply, that the later rate be raised to 2j/$ cents. 
Here is its case : 

For the nine months from January to October, 1917, the 
company's gross income fell off more than 10 per cent as 
compared with the same nine months in 1916 and an average 
of 8 per cent as compared with the gross income of the 
previous five years and nine months — from January, 1912, to 
January, 1917, while its operating and all other expenses, 
consisting of taxes, labor and material costs, increased 21 
per cent. 

And in his petition Mr. Grover points out that this in- 
crease "no doubt will continue and grow until at least the 
end of the war in which the country is now engaged." 

The company shows a deficit of $239,109.89 for the nine 
months in 1917, from January to October, and a deficit of 
$218,347.75 for the five years and nine months, from Janu- 
ary, 1912, to October, 1917, and that "the existing deficit 
of $218,347.75 constitutes a floating debt of your peti- 
tioner." 

Important Service in Indiana 

This company operates a system of urban and interurban 
street railways extending from Goshen, Ind., to Michigan 
City, Ind., through the counties of Elkhart, St. Joseph and 
La Porte and in the cities of Goshen, Elkhart, Mishawaka, 
South Bend, La Porte and Michigan City. It has a total 
single track mileage of 125. 11 miles. The petition goes on 
to relate: 

"That its lines of street and interurban -street railway arc 
subject to an indebtedness secured by a mortgage to the 
amount of $4,235,000, which represents in part the capital 
invested in the purchase, construction and equipment of said 
lines of street and interurban street railroad, all of which 
bears interest at the rate of 5 per cent per annum ; that the 
annual interest and sinking fund charge of your petitioner 
is $254,387.27; that its gross revenue from all sources for 



the nine months beginning January ist, and ending October 
1st, 1917, was $582,871.41 ; that its expenses in said period 
for operation, maintenance and other necessary purposes 
were $462,184.32, for taxes $25,324.65, for interest on 
bonded and other indebtedness and sinking fund $194,956.67^ 
and for replacements and street, road and other non-revenue 
producing improvements necessary for service $139,515.66^ 
a total of $821,981.30, resulting in an actual deficit of $239,- 
109.89; that the gross revenue from all sources of your 
petitioner for the five years and nine months from Jan- 
uary 1st, 1912, to October ist, 1917, were $4,728,96842; its 
expenses for operation, maintenance and other necessary 
purposes in said period were $2,848412.68, for taxes $171,- 
358.54» for interest on bonded and other indebtedness and 
sinking fund $1431,498.17, and for replacements and street, 
road and other non-revenue producing improvements neces- 
sary for service $496,046.78, a total of $4,947,316.17, re- 
sulting in an actual deficit for said entire period of $218,- 
34775" 

Never Paid a Dividend. 

The petition further relates that: 

"Your petitioner has never paid a dividend upon any of 
its shares of capital stock, nor has anything been paid in 
salaries or otherwise to any of its shareholders, salaries and 
wages having been paid only to persons other than share- 
holders and for services rendered in connection with the 
actual operations of your petitioner's road; that the entire 
net income of your petitioner from the time of its organiza- 
tion to the present time in any year in which there was a 
net income after the payment of operating expenses, taxes» 
interest and other fixed charges, has been expended for re- 
placements, street, road and other non-revenue producing 
improvements necessary for service ; that the existing deficit 
of $218,347.75 constitutes a floating debt of your petitioner; 
that in addition thereto street and road improvements have 
been ordered by the public authorities which will involve an 
expenditure by your petitioner in the near future in excess 
of $150,000; that on account of the insufficiency, as above 
shown, of your petitioner's income the credit of your peti- 
tioner is so impaired that it is impossible to raise money 
upon its bonds or other securities, and it has no means of 
paying its existing floating indebtedness, or for the improve- 
ments so ordered to be made, or to provide for the further 
deficits which are sure to result if the rates of fare are not 
increased, so that in that event it will not be able to continue 
in business. 

"Your petitioner therefore asks that the rate for the car- 
riage of passengers upon its interurban lines be increased to 
2j4 cents per mile for each passenger." 

Passenger Rates Raised 

Passenger tariff increasing rates of the Northwestern 
Ohio Railway & Power Co. became effective November ist, 
19 1 7. This tariff was based upon allowance of 2j4c 
per mile, the rates, however, to competitive points with 
steam roads are not advanced to the full limit on account 
of competition, but intermediate rates are advanced to the 
full limit. Freight rate tariffs are also being compiled. This 
advance will range from fifteen to thirty per cent and should 
materially increase revenues. 
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Cl«v*land, Ohio 

ETerything in the line of Re|Mun to Electrical Machiiiery 

New Complete Duplicate Armattires, Armatures Rewound, Armature Cores, 

Armature Shafts. Armature Coils. Fields and Commutators. 

Established 22 Years. 



BAKELITE-DILECTO 

WATERPROOF PERMANENT STRONG 

A laminated Insulating material of highest efficiency. Also 

VULCANIZED FIBRE 

. In Sheets — Rods — Tubes— Special Shapes. 

THE CONTINENTAL FIBRE CO. Newark, Delaware 

CHICAGO, McCormlck BIdg. NEW YORK. Woolworth Bldg. 
PittBborgh Office — CommonwealUi Bldg . San Franolaoo Office— Underwood Bldg. 
^^ Los Angeles Office— I. W. Hellman Bldg^ 



C-E-D-A-R-P-0-L^E-S 

[NORTHERN and WESTERN 1 

T. M. PARTRIDGE LBR. CO. 



Bates Steel Poles 

The Bates Expanded Steel Truss Company seems to be 
a rare exception to the nile that '*a prophet is not without 
honor save in his own country.'' Chicago, its **home city," 
is the largest of all consumers of its steel poles. It has 
2,500 of them in service for street lighting. Des Moines, 
a very close neighbor city, has 2,100 of these poles in use. 
All of which seems to give ground for the company's boast 
that if its commodity were not all it is said to be its home 
city and nearby neighbor would be (|uick to find it out. 
The company's records as disclosed in a booklet show that 
its poles are u<^ed in twenty-eight states and twelve foreign 
countries. 

Speaking of foreign countries, the Bates company has 
an interesting tale to relate about Italy. It has an Italian 
corporation with $400,000 of Italian money in it. The 
headquarters are at Savona, Italy. Italy has a territory 
about the size of Illinois and a population of 35,000,000, 
one-third that of the United States. Naturally to accom- 
modate so dense a population a network of railroads is re- 
quired. Italy is virtually without natural fuel resources, 
so must import all fuel. In normal times coal comes to 
$6 a ton, during this war it is $50. This puts an almost 
prohibitive damper on ordinary industry. But Italy has 
great natural water power facilities. War is leading to 
their development. This means a vast undertaking and 
for it the Bates steel poles have been adopted. 

While steel is in great demand, the Bates company con- 
stantly keeps on hand about 2,000 tons of steel ready to 
make almost immediate shijmicnt of any order. 



Chicago's Street Car Ventilating 

Problem and 
How It Was 
Solved. 



TKe manner m virbicfa every ob- 
•tade WM mcoeMfaDy ofvercome 
to ibe Mlkbctiaa ol bcdi dty and 
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esdognairalnre. Sent oo requect. 

RaUway UtUity Co. 

Mfn VcniiUlon and Heat 
Rcgulalon (or Street Can. 

ISl W. 22iid St., CUcago 



You Are Compelled to Use Coal with a 
Higher Sulphur Content 

Do not increase your purifying capacity by purchasing 
new boxes, but by more efficient material. 

One of the grades of Iron Hydroxide is especially 
adapted to your works. 

Particulars on Request 
Our Materials Now Used in 293 Gag Works 

Iron Hydroxide Co. 

Paschall Station Philadelphia, Peniia. 



POWER TRANSMISSION APPUANCES | 



) 



Wei 

Appttaiioea, PuUeyt, 




Dttfaetore a oompMsllM of Power Tra 

Doea, Pulleyt, frfetlon Clutebea. Spur Oeara, 

RawhMe and Fibre Ptatfona, Spur Gear Reductlona. 



Worm Gear Raduetlona. Etc. 

W. A. JtMi hMdry & HkMm C«.. 1415 W. Ntrtk Avt.. CMem. n. 



[QDBononwGaltli Edison Oonpa^^J 

Repair Shops 

Tde^JKxie PboMk^ 1280 

38 North Martlet Street. 

Chic^ 

Dyneqnos'. Motors. Tra]is^]nner5'. 
Ak Lamps esad Appliances 

"B^ ^rade machine work of aD ]tinis 
Correspondence Soltclted- 
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William A. Baehr 

G>n8ulting Engineer 

Gas and Electric Plants, 

Design Construction and Operation, 

Valuations and Reports 

Peoples Gat Buikliiig; Chicago 



H* M* Byllesby & Company 
Bnsrineers 



NEW YORK 
Trinity Building 



CHICAGO 

Contlnehtal and Commercial 

Bank Building 



TACOMA 
Washington 



Purchase* Finance* Construct and Operate Electric 
Light, Qas, Street Railway and Water 
Power Properties 



Bxamlnatlon« and Reports 



Utility SeeuritieA Bou^Ht and Sold 



A 

STONE & WEBSTER 

Industrial Plants and Btiildings, Gas Plants 

Steam Power Stations, Substations 

Water Power Developments, Transmission Lines 

Electric and Steam Railroad Work 



NEW YORK 



BOSTON 



CHICAGO 



SCOFIELD 
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Progress 



IN his December message to con- 
gress President Wilson said: 

''It is imperatively necessary 
that the consideration of the full 
use of the water power of the country and also the 
consideration of the systematic and yet economical 
development of such of the natural resources of the 
country as are still under the control of the federal 
government should be immediately resumed and af- 
firmatively and constructively dealt with at the ear- 
liest possible moment. The pressing need of such 
legislation is daily becoming more obvious.'' 

Congress will undoubtedly act upon the presi- 
dent's recommendation. There is no time to lose in 
providing the means for developing some of the vast 
natural water powers of the nation, so much needed 
now in this period of crisis. Conservation seems to 
have done all that it can do for the present to help 
the country. There is no question about conserva- 
tion having conserved. It has conserved to the point 
of preventing development. What the country now 
demands is development. It has needed it for some 
years. It needed it to relieve the coal situation. In- 
stead of continuing to conserve so rigidly our coal 
deposits in Alaska, for instance, had we done some- 
thing toward developing them and getting some of 
this coal on the market, we might not now be in such 
straits for coal. Much of the suffering and indus- 
trial obstruction of the past few months and the 
present might have been obviated. Had we done 
more toward developing water resources for power 
the strain that now falls upon central electric plants 
and their share in the urgent demand for coal might 
be greatly relieved to the benefit of the people at 
large. 

It is quite agreed that what is needed now is de- 
velopment and that congress must put its fiat of ac- 
tion on the president's recommendation. 

''IF the street railway company 
Thp IMffprpni^P desires to charge a larger fare it 
ine IlllierenCC must secure permission from the 
people of the city," ran an arti- 
cle in a certain western newspaper. It so happened 
that under the franchise of this company popular 
approval was required for any change in fare. But 
aside from that the case is illustrative of a general 
situation, which may well be impressed at this time. 
While himdreds of street car and other public utility 
rates are being increased by commissions and the 
people in order to allow the utilities some chance of 
coping with the increased cost of operation, the fact 
is utilities always have had to get permission either 



direct from the people or through their official rep- 
resentatives before they could raise rates. Your gro- 
cer, clothier, baker, butcher, plumber, laundryman, 
milkman, landlord and all the rest could send up 
their prices whenever they jolly well liked and you 
couldn 't help yourself ; at least you didn 't. You may 
have kicked a bit, but you paid the price. But, you 
say, the utility exists by right of franchise. It is a 
public utility. Isn't a grocery store, toot There 
are substitutes for every so-called utility except 
water. But have you found a substitute for gro- 
ceries or some of these other things? 

We are not arguing for less of public regulation of 
utilities, or more of the other lines of business men- 
tioned. We simply desire to suggest that it is unfair 
to make fish of one and fowl of the other. It is un- 
fair to iiisist that a so-called public utility shall not 
be allowed to raise a rate when it is right to do so 
and when every other line and class of business is 
doing it. It has always been one of the grossest falla- 
cies in our economic system to regard one line of 
business as privileged, the other as prey. 



Justice 



WE have been looking for some- 
thing of this sort : 

Columbus, Dec. 13. — The 
Ohio public utilities commission 
established a new policy today when it discontinued 
further investigations or proceedings in an electric 
light rate case originating at Ottawa and appealed to 
the commission by the Northwestern Ohio Light 
Company. 

The commission held that the ordinance attempt- 
ing to fix rates contained "so many infirmities" that 
It was not justified in spending the state's money or 
putting the utility and the municipality in the posi- 
tion of hiring experts when the ordinance could be 
set aside. 

The ordinance was to go into effect from accept- 
ance by the company but it was never accepted. — 
Lima (O.) Daily News. 

The Ohio commission has done a very good thing 
for the taxpayer, to say nothing of the company. Its 
example is worthy of emulation. It is time for courts 
and commissions to take a firmer stand on matters 
of this character, which involve complex and costly 
inquiries and investigations without sufficient war- 
rant. In this case it was the ordinance that fell 
through. In some cases it is something else, but one 
thing to be watched for in all such cases is the atti- 
tude and the ability of ordinance-makers, regulators 
and others vested with authority to supervise poli- 
cies or operations of public utilities. Unless the at- 
titude is one of determination to do exact justice to 
taxpayers and utility alike, to hew to the line of pre- 
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cise economy and eflSciency, eliminating all semblance 
of bias, political or other consideration, it is not apt 
to resnlt in good either to the taxpayer or the com- 
pany. Such an attitude must obtain if ability is go- 
ing to count. It comes down to this : That regula- 
tion can never be fair or fully effective unless the 
regulators are both able and impartial. Utilities are 
entitled to protection as they are subject to regula- 
tion. To deny them the former, while imposing the 
latter, is to injure them and the public they serve. 

Does it suggest to you Dr. Luke's ''Physician, heal 
thyself!'' 



Ught 



IN reporting on the losses and 
defects of the municipal elec- 
tric, gas and water plants of 
Hamilton, Ohio, Daniel W. 
Mead and. Charles V. Seastone, engineers, make this 
passing reference to municipal ownership in gen- 
eral: 

''The plants may be run for years in a man- 
ner that would result in bankruptcy were they 
owned by private concerns, but which is made 
possible by diversion of taxes or special bond 
issues, for the purpose of their maintenance or 
continuation, while the public remains in ignor- 
ance or is only partially informed as to the re- 
sults of their operation as to their actual con- 
dition." 

And a vital part of the business of this magazine 
is to present the truth about these machinations to 
the taxpayers. That is why those who are interested 
in covering up the truth so often speak unkindly of 
us. But so long as we are serving the taxpayers, 
the rest does not matter. 



Exemptions 



WHILE the exemption boards 
were at work over the country, 
we were struck by the statement 
in a certain newspaper that it 
would be hard for an exemption board to pass on 
some applications because the applicants would be 
personal friends of the board members. In other 
words it would be hard for one friend to say to an- 
other "No, I cannot exempt you because, as you see, 
yourself, you meet the test and really have no valid 
reason for not serving your nation. ' ' 

The man who says that would be hard has mis- 
conceived the whole thing. Personal relations are 
not to be thought of when the nation's compelling 
interests are at stake, when civilization, itself, is 
fighting for its highest ideals. The trouble with 
those who take the view this paper expressed is they 



fail to appreciate that serving the nation at this 
time is even more than a duty, that it is a pxivilege 
and the citizen with the proper conception of the sit- 
uation so regards it. Look at those young men who^ 
instead of waiting to be forced in, took advantage of 
the occasion to rush in. 

This recalls a conversation overheard at a certain 
Chicago railway station during the draft days. A 
middle-aged man asked of the youth from whom he 
bought his morning newspaper: "Well, did you 
draw a lucky number ? " " Depends on what you con- 
sider lucky," replied the young man. "I drew a 
number and I hope it will get me into the first divi- 
sion that goes to the front." 

That is the spirit on which the nation, fighting for 
its life, will finally lean for success. It is well that it 
does not have to lean on the spirit of the other 
fellow. 



Regnlation 



IT is time for the public to real- 
ize that the power conferred up- 
on the public service commis- 
sions, thoroughly tested and up- 
held by the courts, is ample for the protection of 
the public against all the evils from which they have 
suffered in the past. It is time also to realize that 
good service can be obtained only by just and equit- 
able treatment." 

This statement was made in a recent decision by 
the Oregon Public Service Commission, granting a 
6-cent fare to the Portland Eailway, Light & Power 
Co. It is as true as gold. It knocks demagogy 
squarely between the eyes. It cuts the ground clean 
from under the propaganda plea for public owner- 
ship as necessary to get adequate public service. 

The public has all the power it needs under official 
regulation to give it the results to which it is en- 
titled. When the public throws down its power of 
regulation and picks up the fad of ownership, it con- 
victs itself on one of two charges : lack of good faith, 
or lack of thoroughness in the exercise of its power 
to regulate. Eegulation has not failed. Let that be 
kept in mind. If regulation has not brought ade- 
quate results, it is the fault of the regulators and not 
of the principle of regulation. Eegulation honestly 
and efficiently applied, free from partisanship, 
prejudice or politics, will secure fair treatment and 
fair treatment is all that is ever necessary to pro- 
duce satisfactory service. 

The Oregon decision certainly puts municipal 
ownership on the defensive, and casts a shadow of 
suspicion upon those who fly to it without putting 
regulations to the test. 
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Now 



AS president of the National 
Association of Owners of Bail- 
road Securities, S. Davies (War- 
field of Baltimore takes the 
position that this is not the time to discuss the ques- 
tion of the permanent operation or ownership by the 
government of the railroads; that its discussion '* in- 
volves questions of great moment ... to all 
the people as a whole." 

He regards it as an economic question, which 
should be settled in time of peace and not in time of 
war. 

In the premise Mr. Warfield is undoubtedly cor- 
rect. But we believe he has overlooked the fact that 
the question of government ownership is going to be 
discussed now by those who are committed to gov- 
ernment ownership regardless of what he and those 
who feel as he does may decide to do. In other 
words, silence on their part is not going to shut off 
the discussion of this question. Propagandists are 
not only going to discuss it, but they are preparing 
to wage an unrelenting campaign to bring it about, 
war or no war. They have said so in and out of con- 
gress. That being true, those who imderstand the 
fallacies of government ownership and believe that 
it would work disastrous results in this country 
should lose no opportunity to discuss it. 

Of course, we agree with the proposition that now, 
with our whole economic life deranged by the war, is 
really not the time to determine on permanent 
changes in fundamental policies, but silence on the 
part of those accepting this view, while those who 
oppose it are not only talking, but acting, can only 
contribute to the success of the latter. 

If government ownership is thwarted in this coun- 
try it will be only after a very systematic campaign 
of education as to its fallacies and that education 
cannot be accomplished by dignified silence. The 
gauntlet has been thrown down by the apostles of 
government ownership. If it is to be picked up it 
must be picked up now. 



Business in general must stand united for those 
things which, like this, are essential to the industrial 
and social stability of the country. What an egregi- 
ous blunder it is for anyone to suppose that any line 
or class of business can be used, as utilities have in 
the pa^t been used, as the football of politics without 
bringing down the balejful results on all alike. More 
and more we are going to drift toward the common 
interest in this country. Therefore, more and more 
we are going to have to get back to the basic princi- 
ple that the good of one is the concern of all. We 
are all vitally related to and dependent on the wel- 
fare of business, so-called, and therefore we are all 
alike obliged to see as far as we can that business is 
fairly treated. 



AGange 



IT may be just a coincident, but 
it is a remarkable coincident, 
that so many of the newspaper 
pluggers for public ownership 
were among the loudest advocates of the jitney when 
it was doing its most destructive work. It would 
take a good deal more than average audacity for 
anyone seriously to defend the jitney and the condi- 
tions under which it flourished now in the wake of 
the wrecks of street car service and earnings all 
over the country. The conditions were never de- 
fensible. It was morally as well as economically 
wrong to allow these pirates of the highway to oper- 
ate free of responsibility to the destruction both of 
street railway service and income and yet, because 
the thing had a popular side to it it got by. It ap- 
pealed, as so many wrongs of the kind appeal, to a 
certain element ever ready to take whatever end 
seems to run counter to legitimate capital and the 
established order. But today you won't find many 
even of this kind who quite have the hardihood to 
defend the unlicensed and irresponsible jitney, and 
now it seems only fair to question their right to pass 
judgment upon other fundamental economic mat- 
ters. 



Rminess 



THE Manufacturers' News of 
Chicago has been making a good 
fight for increases in public util- 
ity rates in Illinois. It has been 
appealing in its columns and in letters by its editor 
to the public utilities commission of Illinois to speed 
up its relief to those companies requiring higher 
rates so as to enable them to cope with the cost of 
operation, which goes merrily on in its upward course. 
The News is not a utility journal in any sense ; it is 
the oflScial organ of the Illinois Manufacturers' As- 
sociation. But it stands for constructive policies in 
business, knowing that such policies must be sus- 
tained if the country's highest welfare is subserved. 
It is but one of many such publications which are 
concerned about the utility question today because 
thev know utilities are fundamental in their service. 



Fallacy 



WE have often pointed to the 
fallacy of attempting to fix a util- 
ity rate in one town or city by 
the rate in another. It is a favor- 
ite device of municipal ownership agitators and 
others disposed to assail utility companies. There 
is nothing sound or fair in it. It is interesting to 
note this position upheld by the California state rail- 
road commission in determining a natural gas rate 
case at Pomona, Calif. The commission said: **The 
fact that the utility may have in effect a lower sched- 
ule of rates for the same service in one city than it 
has in another is not conclusive that the higher sched- 
ule is excessive." Of course, that is obvious to any- 
one who stops to think that local conditions are a 
big factor in determining the cost of operation and 
that this is the only fair basis of rate-making. 
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IT is time for the public to realize that the powers conferred upon public service 
commissions, thoroughly tested and upheld by the courts, are ample for the pro- 
tection of the public. * * * It is time also to realize that good service can be 
obtained only by just and equitable treatment. No starved horse ever pulled a heavy load. 

Notable Decision by Oregon 
Commission Raising Fares 

Marks Better Days for Utilities on Coasts Where Jitney Thrived^ and Is in 
Line With General Tendency Toward Continued Increases for All Utilities 



INCREASES of public utility rates goes steadily on 
under authority of city and state regulating bodies. For 
the most part the tendency in the attitude of these bodies 
is very hopeful. It shows a broad and just view, which 
promises great results in fair returns for the companies and 
consequently improved service for the public. 

One of the most outstanding decisions yet made by a reg- 
ulating body was recently handed down by the Public Serv- 
ice Commission of the state of Oregon, granting to the 
Portland Railway, Light & Power Company, a 6-cent fare 
in the place of its former s-cent fare. The decision is re- 
markable in the first place as showing the change in senti- 
ment that has evidently taken place in this section where 
during the jitney incursions street railway interests suffered 
tremendous losses. Even though the Oregon commission 
may not have shared in the popular craze in favor of the 
jitney, its ruling is received as a good omen of a better day 
on the Pacific coast for utilities. No decision in recent years 
has shown a more intelligent grasp of the whole utility 
problem and a wider comprehension of the importance of a 
sane public sentiment toward utilities. 

"It is time to realize that good seiince can be obtained 
only by just and equitable treatment. No starved horse ever 
pulled a heavy load/' says the commission. 

As the slogan of this magazine states it : ''The power to 
regulate involves the obligation to protect." The following 
is the crux of the decision, pointing the way the country 
over: 

"Under state regulation of rates no utility is permitted 
to earn a surplus during good times by which to carry itself 
over the lean years which may lie ahead of it. Rates must 
at all times be kept down in conformity with the value and 
the cost of the service rendered. Justice, therefore, re- 
quires that when costs go up, rates should do likewise. 

"The law forbids the establishment of rates whose effect 
will be the confiscation of the property of the utility. It 
has been shown to the satisfaction of the commission that 
the existing rates, with the present cost of operation, are, 
in fact, confiscatory. What the commission has no legal 
right to establish, it has no moral right to maintain. 

"The cost of service would not be less if the city should 
should take over the street car system and operate it. With 
the present service and the equal efficiency of management, 
the operating expenses would be the same as at present, while 
power, instead of being furnished as now at cost, would 
have to be paid for at commercial rates. Under condemna- 
tion, it is not likely that the property could be bought for 
any less than the commission's valuation and if the courts 
took account of the present scale of prices, of materials and 



labor, the cost would be increased 25 per cent. Money for 
such purpose could not be obtained for less than 6 per cent, 
so that the interest charge would be at least as large as now. 
''Under city management service could be maintained 
only by a resort to one or more of the following expedi- 
ents: Reducing service, cutting wages* raising fares, or 
making up the deficit by taxation. 

"Few are aware, even among the best informed, of the 
revolution that has taken place in the last ten or fifteen years 
in the relations between public service corporations and the 
communities which they serve. The popular imagination 
still beholds the corporation seated astride the people's neck, 
dominating its policies, corrupting its officials, using its 
streets and thoroughfares without compensation and exact- 
ing enormous profits from fictitious investments. But, how- 
ever true this picture may have been in the past, the public 
control utilities has restored the authority of the people over 
these servants. The properties of these utilities are now 
carefully examined and appraised at their true value. Any 
water in their stocks is disregarded and rates are established 
on the basis of reasonable cost to the consumer and fair 
return to the investor. 

"Progressive corporation managers welcome the change 
which transforms them from public enemies into public 
servants, but on the other side some who do not realize the 
changed state of affairs are prone to use their newly ac- 
quired powers in belaboring their ancient enemy. 

"It is time for the public to realize that the powers con- 
ferred upon public service commissions, thoroughly tested 
and upheld by the courts, are ample for the protection of 
•the public against all the evils from which they have suffered 
in the past. It is time also to realize that good service can 
be obtained only by just and equitable treatment. No starved 
horse ever pulled a heai/y load. The utilities have been de- 
prived of the power to make unjust profits. They must also 
be protected against unjust losses. If a utility is driven into 
a position where its credit is impaired and it can obtain 
money for operations and extensions only at unreasonable 
cost, the public must share the loss." 

Press Gives Intelligent Support 

One of the significant aspects in the movement toward 
rate increases is the tendency of the press, daily and other- 
wise, to view the matter from the standpoint of good public 
service, perceiving the necessity of higher utility rates of 
return for the common good. Here are a few excerpts of 
interest gathered at random : 
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Chicago Tribune: "The public service commissions of 
half a dozen states have granted permission to certain utility 
companies in the last three months to make increased 
charges. These higher rates in most cases have taken the 
form of either abolishing discounts or making a 'surcharge* 
until the cost of supplies again becomes normal." 

Financial World: "A committee of representative public 
utility men has been in Washington conferring with various 
high government officials on the question of increased rates 
for service furnished by utility corporations. * * * 

"It is understood that the Government officials were fully 
convinced of the necessity for an advance in the rates for 
utility service and the committee closed the conference 
greatly gratified over the spirit in which their representa- 
tions were received. Detailed cost sheets of utility service 
are to be furnished to the Government officials and it is 
understood that they will assist in making known to the 
various state rate-regulating bodies the necessity for higher 
rates for certain classes of utility service. 

"With the Government co-operating with the utility com- 
panies in securing higher rates it is practically certain that 
the utilities will be able to make a much stronger presenta- 
tion of their case before the state commissions. At many 
points the output of munitions and other essential war sup' 
plies is absolutely dependent upon electric power and arti- 
ficial gas plants and to secure full and efficient operation, 
proper maintenance and to provide for extensions of these 
plants compensatory rates must be established for the util- 
ities." 

Philadelphia Public Ledger: "The continuance of high 
cost has been recognized in many instances already by mu- 
nicipalities in allowing lighting and transportation companies 



to increase their rates. This is a hopeful sign, for the worst 
handicap to the public utility companies has been the fixity 
of the selling price and the tendency of cost to increase. It 
is only a mattCF of fair reciprocation for cities to permit 
increased rates inasmuch as the best-managed electrical com- 
panies have from time to time involuntarily reduced their 
selling prices. Yet it was only a few months ago that most 
persons considered such action by municipalities as among 
the hopeless things of life. We appear to be coming in this 
country to a better understanding between city and corpora- 
tion." 

Portland (Me.) Evening Express and Advertiser: "We 
believe that thinking people generally will agree that in 
dealing with public utilities the best policy from the stand- 
ard of the people is one of liberality toward those who hon- 
estly and in good faith invest capital in them and a super- 
vision that will at once secure efficient service of the public 
and an adequate return from the public for such service. 
Happily here in Maine we have a public utilities commission 
that appears to be determined to deal in the premises with 
sole regard to the interests of the public which are best to 
be served through justice to all." 

Syracuse (N. Y.) Journal: "This is an important ques- 
tion and in the interests of the general public and particular 
care should be taken to keep politics from entering into it. 
There must be fair play to the street railway management 
as well as to the public. Nothing short of that is wanted 
by the traveling public, even though the extension of an 
absolutely square deal will mean that trolley rides will cost 
a trifle more." 

Cedar Rapids (la.) Evening Times: "The relief we be- 
lieve will have to be given sooner or later and the sooner 
the better." 



Rates Rising in Many Places Because of 

High Costs 



THE Omaha Gas Company of Nebraska announced 
that, beginning February i, the rate on gas was ad- 
vanced from $1 to $1.15 P^r i,ooo cubic feet on ac- 
count of the advanced prices of materials used in its manu- 
facture. 

The Cincinnati, Georgetown & Portsmouth, the Fort 
Wayne & Northern Indiana, and the Fort Wayne & De- 
catur electric traction companies operating in Ohio and In- 
diana were recently authorized by the Interstate Conmierce 
Commission to increase their passenger rate 15 per cent. 

Statistics showing why higher gas rates are necessary to 
offset the increased operating expenses of the San Diego 
Consolidated Gas & Electric Company were presented to the 
California Railroad Commission at a hearing at San Diego, 
January 7. Among the data submitted was the advance in 
price of the oil from which the gas is made, the cost per 
barrel having risen from 75 cents to $1.60, January i, 1918. 
Camp Kearny, the military training camp near San Diego, 
is now using gas supplied by the company at the rate of 
240,000,000 cubic feet a year, this being new business added 
in 1917. 

Interstate Light & Power Company, an operating unit of 
Northern States Power Company, has applied to the Rail- 
road Commission of Wisconsin for permission to increase 
rates charged for electric service. 

Rates charged by the Fort Smith (Ark.) Light & Trac- 
tion Company for natural gas were advanced January i. 

The Keystone Gas Company, which supplies Olean and 
Allegany, N. Y., raised its rates January i. 

The Iroquois Natural Gas Company of Buffalo, N. Y., 
raised its rates 5 cents per 1,000 feet to the small consumer 



and 10 cents to the large consumer with the sanction of 
the city January i. 

The Marquette Gas & Electric Co. of Negaunee, Mich., 
raised its rates the first of the year. 

The public service commission of Washington has author- 
ized a 20 per cent advance in gas rates for the Tacoma Gas 
Company. 

The Fort Smith Light & Traction Co. sent all its domestic 
gas rates up on January i, because, as it stated to its con- 
sumers: "The (old) rate cannot be maintained with heavy 
and continuous losses." 

Reviewing the Bridgeton Electric Company's application 
for an increase in electric rates chiefly because of the in- 
creased price of fuel, the New Jersey board of public utility 
commissioners said : "The testimony submitted at the hear- 
ing showed that no more than a fair return was being ob- 
tained on the invested capital of the electric service com- 
pany. The increase in the cost of coal results in a material 
increase in the total cost of furnishing electric service and 
might result eventually in a deterioration in the character 
of service." 

"One of the most important decisions made by the New 
York State Public Service Commission, Second (up-state) 
Department, is that overruling the claim made by the oppo- 
sition to the effect that the old state railroad law of New 
York state limits street car fares to 5 cents within the cor- 
porate limits of any municipality. The commission decided 
that the new law creating the commission superseded the 
old law, and gave the commission power to raise fares or 
lower them both within and without corporate limits. This 
is important, as most of the states have old statutes which 
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•enforce the limitations provided in franchises, but with the 
New York decision it is likely the commissions in other 
states will assume that the laws creating them also super- 
sede the old statutes and that the new must govern. 

"Recent decisions granting rate increases include author- 
ity to the Appalachian Power Company to make a surcharge 
of 20 per cent to net bills for electricity served to customers 
having a connected load of 50-horse power or more. The 
corporation serves a large amount of power to the coal 
amines in the famous Pocafiontas coal fields." — Financial 
World, 



Street Car Fare Increases 



Some of the following increases may have been announced 
elsewhere or before in this magazine, but they are all 
bimched here in chronological order, as showing pretty good 
results in three short months in only a few states : 

October i, 191 7 — Every street railway line in the 
state of Connecticut, except two, raised fare from 5 to 6 
cents. 

October 17, 191 7 — Interurban fares between Bucyrus 
and Marion, Ohio, raised from 35 to 45 cents. 

October 30, 19 17 — Street car company in Phillips- 
turg, Pa., raised fare to 6 cents and abolished sale of 
21 tickets for $1.00. 

November 6, 1917 — Reading Transit Company, 
Reading, Pa., raised fare to 6 cents in all local com- 
munities served by company. 

November 6 1917 — Atlantic & Shore Line Railway, 
raised fares between Atlantic City and Ocean City, 
N. J., 50 to 60 cents. 

November 20, 191 7 — Kentucky Traction & Terminal 
Railway Co., Lexington, Ky., raised fare from 5 to 6 
cents. 

November 27, 1917 — Huntington Railroad Company, 
raised fares in Huntington and Amityville, N. Y., from 
5 to 6 cents. 

November 21, 1917 — Bridgeton & Milville Traction 
Co., Bridgeton, N. Y., abolished sale of 6 tickets for 25 
cents and 50 for $2.00. 

November 24, 191 7 — Interurban fares between 
Adamstown and Reading, Pa., raised from 25 to 30 
cents. 

December i, 191 7 — West Virginia Traction & Elec- 
tric Co., Wheeling, W. Va., went on a 6-cent fare basis. 
December 6, 1917 — Hudson River & Eastern Trac- 
tion Co., Peekskill, N. Y., raised the fare from 5 to 7 
cents. 

December 6, 1917 — The Public Service Commission, 
of the Second New York District, granted a raise from 
5 to 6 cent fares in the following communities : North- 
port, Homell, Ithaca, East Ithaca, Glen Cove, Canisteo, 
Newburgh, Walden, Sea QifF and Ossining. 
It is such exhibits as these that make it clear that interest 
no longer centers around the question, will utility rates be 
raised to meet the enormous increases in cost of operation? 
but rather around the fact that they have been and are be- 
ing raised. All of which means that we are right in assum- 
ing that the public is fair when once informed. 



Twenty Per Cent Increase 



The Pennsylvania Utilities Company has filed with the 
Public Service Commission at Harrisburg, supplements to 
the company's tariffs which provide for increases on all 
power and commercial consumers of about 20 per cent. 
Changes have been made in rates and an adjustment applied 
to all new and existing rates, excepting the residential rates, 
which provides for an increase to be regulated by the cost 



of coal. A price of $2.70 per ton is used as a base, and the 
coal clause places an increase on the price of current in ac- 
cordance with the rise in the cost of coal above this base 
price. Practically all of the supplemental increases are now 
in effect. The amendments apply- to the consumers served 
by the Pennsylvania Utilities Company in Easton, Bangor, 
Stroudsburg, Nazareth and the surrounding territory, and 
rates comparable with those in effect in Pennsylvania have 
been filed with the New Jersey Public Service Commission 
to apply to the business of the Eastern Pennsylvania Power 
Company in Phillipsburg and Alpha, New Jersey. 



Increased Street Car Fares 

(From the New Orleans Picayune.) 

In the general advance in nearly everything no surprise 
will be created by the fact that street car fares have 
advanced in many parts of the country with a tendency 
that the increase will spread still further. This might 
have been expected even without the war and the conse- 
quent increased cost of labor and most of the materials used 
in the construction and operation of the street car lines. 
They were regarded as extremely profitable properties 
some years ago and their business has been steadily improv- 
ing from year to year. Today, with the larger business, 
the cost of operating is larger, and new burdens ana 
expenses have been placed on their shoulders. There has 
been a general advance in the wages of the men. The 
municipalities have placed new charges on the companies 
for the protection of their employes and their patrons in 
more liberal transfers, requiring better cars, and in many 
other improvements ordered. Moreover, the lines have 
generally been extended as the people have moved out 
further into the suburbs and with the result that the average 
hauls have been longer. The increase in operating expenses 
has been very great ; and as we have said, even before the 
war unsettled many conditions and advanced many prices, 
the railroad companies were figuring what they should do 
to improve their financial condition and receipts. 

The war has given them the excuse they needed fo^ an 
advance in charge; and they have followed the example 
of thousands of others in putting up their fares. The 
movement in this direction has been far more rapid and 
more general than is popularly known in this section, the 
advance has not yet spread South, being confined mainly 
to the industrial and congested sections of the East. The 
Connecticut company, which operates lines in thirty-five 
towns in that state, has advanced its street car fare from 
5 to 6 cents. In New York, thirty-two companies have 
already applied to the Public Service Commission for the 
privilege of raising fares, as this privilege must be granted 
before a change can be made. Altogether more than one 
hundred street car companies have raised their rates. 

The officials are oflFering the usual excuses for the 
advance, which they say was very unwillingly made and 
only because they were compelled to do so. A raise in 
carfare just now with other things going up is annoying; 
but it is said that few complaints have been raised before 
the Public Service Commissions and other bodies having 
jurisdiction of the matter. The American people have 
grown accustomed bv this time to new and higher charges, 
and have probably concluded that it is not worth while 
quarreling over an advance of one cent on any commodity. 



Rate Increase 



The Public Service Commission of Washington has au- 
thorized gas rate increases for the Puget Sound Gas Com- 
pany serving Everett, Snohomish and Monroe, Washington. 
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Facts in Peoples Gas Rate Case 

Chicago Company Seeks Increase Simply Because It Cannot Operate on 
Existing Schedules Which Were Not Based on Prevailing Conditions 



THE Peoples Gas Light & Coke Co. of Chicago peti- 
tions the Illinois public utilities commission for an 
increase in rates equal to 22 per cent of the net 
amount of each bill, "as a temporary and emergency 
charge." 

The company shows a loss for 1917 of $455,514, there- 
fore that existing rates are not sufficient to enable it "to 
carry on its business or to meet the demands upon it for 
service." It is unable to pay its bond interest from present 
revenues. It shows that the existing rate applied to 1918 
would produce a loss of about $1,443,029. 

The 22 per cent increase asked for would give the com- 
pany a rate for 1918 of approximately 84 cents per 1,000 
cubic feet. The cost of producing gas at the burner (in- 
cluding bond interest) will in 1918 be 86.51, provided there 
shall be no further advance in the cost of labor and mate- 
rials. That would still leave a deficit of 2.51 cents per 1,000 
cubic feet. But the company says its revenue from other 
sources will amount to 11.72 cents per 1,000, so that it would 
have a margin of profit of 9.21 cents per 1,000 feet of gas. 
Its estimated sale of gas in 1918 will amount to 24,922,767,- 
000 feet, which would at this rate yield a net income of 
$2,295,385.84. 

The company shows that if the existing rate remains in 
effect for 1918, it would mean approximately 69 cents per 
1,000 cubic feet of gas sold. With the 1918 cost of gas at 
the burner (including bond interest) of 86.51 cents per 
1,000, this would give a losing rate of 17.51 cents, but from 
this must be subtracted the 11.72 cents per 1,000 which the 
company estimates it will derive as revenue from other 
sources. That would leave a net deficit of 5.79 cents per 
1,000 cubic feet if the present consumption rate obtained 
during 1918. At that rate the company's loss on a sale of 
24,922,767,000 cubic feet of gas would be $1443,029.21. 

A Misstatement Corrected 

In political circles in Chicago the statement has been made 
that the company seeks through an increased rate to throw 
onto the consumer of gas the cost of building its new pro- 
duction plant, which is going to amount to about $12,000,- 
000. 

But -that is not the case at all. In this petition for an 
increase in rates the company is simply asking for sufficient 
earning power to enable it to meet its cost of operation and 
fixed charges and sustain its credit. The $12,000,000 for 
the new plant will, every penny, be raised by a new bond 
issue. But, of course, the company will be unable to sell 
any new bonds unless it can show sufficient earnings to at- 
tract investors. Investors will hardly wish to lend it money 
on its bonds if the company is operating on a losing rate. 
So that, as a matter of fact, the application for an increased 
rate has no relation whatever to the new capitalization es- 
sential to the building of the new plant, except as it goes 
to strengthen the company's credit. 

Those who have opposed the company's petition for the 
increase, especially those who have opposed it on political 
grounds, point to the fact that the present schedule of rates 
under which the company is operating was only adopted 
on August I, 1917, and that the company is at fault for not 
raising objections then, instead of accepting this schedule, 
if it found the rates inadequate. The company points out 
that the ordinance embodying these rates passed the city 
council of Chicago June 25, 1917, was put into effect by 



an order from the Illinois public utilities commission July 
26, 191 7, and accepted by the company, on that order July 
31. But, as the company sets forth in its petition, these 
rates were based upon condition in 1916 ''and the years 
prior thereto; that at the time the said schedule was filed 
in July, 1917, the situation had already become altered, in 
that the cost of materials and labor had advanced and was 
advancing, and it was thought that the gradual elimination 
of the candle power requirements, as provided for in that 
schedule, would effect such economies in operation as to off- 
set the reduced rates for gas therein provided, and the rap- 
idly advancing cost of materials and labor,'* 

All Calculations Upset 

But these calculations have been entirely upset. In the 
first place the cost of materials and labor has continued 
greatly to advance. Since August, 1917, the company says 
it has become increasingly difficult to secure competent and 
adequate labor and that labor's cost has gone up from 2.89 
cents per 1,000 cubic feet of gas in 1916 to 4.62 cents for 
the month of November, 1917, for example, about 63 per 
cent. The company's experience with labor and materials 
is simply the general experience of all business. 

Next, the company shows that other economies have not 
worked out as expected. For example, it was figured that 
it would require only four gallons of oil for every 1,000 
cubic feet to maintain 565 British thermal units per Gubic 
foot at a i2-candle power standard. But in fact it has taken 
approximately four gallons and a half and the company sees 
no possibility of reducing this. The cost of oil per 1,000 
cubic feet of 22-candle power gas manufactured in 1916 
was 20.33 cents, while in November, 1917, it had risen to 
26.62 cents for i2-p(fwer gas manufactured then. 

So the fatal mistake, as thus indicated, evidently was to 
base the new rates on conditions that prevailed in 1916 and 
previous years, before the present abnormal state of affairs, 
affecting all classes of industry, set in. The company makes 
plain that the rate it asks for is a fate to meet these obnor- 
mal conditions, a "temporary and emergency charge" 

It goes on to show that it is impossible for it to increase 
its revenue from sources other than the sale of gas. 

Prices Still Rising 

The prices of commodities entering into the manufacture 
of gas have risen as much, perhaps, as the prices in almost 
any other industry. For instance, gas oil in 1916 cost this 
company $3,295,751 and in 1917 $5,134,710, with the price 
still rising for 1918. Its manufacturing labor cost in 1916 
was $468,026, in 1917 $788,510, with 1918's mounting higher 
and higher and labor hard to get, at that. The following 
figures show the cost for four years to this company of 
four principal commodities — oil, generator fuel, coal and 
labor: 

Man- 
Generator Bituminous ufacturing 
Gas oil. Fuel. Coal. Labor. 

1914 $1,860,837.37 $1,314,567.19 $190,312.08 $483,584.69 

1915 2,080,284.43 1,286,828.00 178,538.09 440,238.86 

1916 3,295,751.35 1.260,640.55 195,772.51 468,026.29 

*1917 5,134,710.17 2,455.505.33 352,377.03 788.510.50 

. (*Deceniber of this year estimated.) 

The petition shows in detail that the price of oil has risen 
from II cents in 1914 to 26 cents in 1917 and it is still ris- 



Page 40 



Digitized by 



Google 



ing. Generator fuel has risen from 7.85 cents in 1914 to 
1249 cents in 1917, bituminous coal from 1.13 cents in 1914 
to 1.79 cents in 1917, manufacturing labor from 2.89 cents 
to 4.01 cents. (These figures are based on the cost in each 
case of 1,000 cubic feet of gas.) 

The company's total expenses, including bond interest, 
as compared with total receipts, have run as follows: 

Total ' Total 

Expenses. Receipts. 

1914 $14,141,257.98 , $17,433,725.96 

1915 14,097,404.29 17,326,369.88 

1916 15,709,479.76 17,786,737.92 

*1917 19,961,860.24 19,506,346.24 

(♦December estimated.) 

There were net earnings, therefore, ranging from $3,- 
292,467.98 in 1914 to $2,077,258.16 in 1916 and a deficit in 

1917 01 $455,514. And, as already shown, the deficit for 

1918 would be $1,443,029.21, if the rates adopted August i, 
. 1917, remained in effect and the cost of labor and material 

rose no higher than they are now. 

The company says that its figures as presented in its peti- 
tion to the public utilities conmiission are the same as the 
commission's own records show, for the commission has 
access at all times to the company's books and records, 
which are examined by the commission's own auditors. 

The company at first figured its new plant would cost 
about $10,000,000 and take about three years for comple- 
tion. But the cost, it finds, will run up to $12,000,000. It 
could complete the plant, on which it has begun work, in 
two years if it had all the money necessary for its comple- 
tion at hand. It sets forth that without the increased rates 
asked for it will be unable to proceed with the completion 
of the plant, simply because it will be unable to sell any 
more bonds and it can get the money to build the plant only 
through the sale of new securities. 

It's a wise community that knows when to raise its utility 
rates. 

Radicalism need not necessarily carry with it irration- 
alism. 

To the demagogue a public utility means only for his 
private use. 



New Texas Law Against Stealing Utility Service 

Through the persistent efforts of the Southwestern Elec- 
trical & Gas Association, the Texas legislature at its last 
special session enacted a new law to prevent stealing and 
diverting electric current, water and gas and the law be- 
came effective January i, 1918. 

The previous law was practically of no assistance to pub- 
lic utilities in accomplishing what it purported. For many 
years the association tried in vain to secure its amendment 
or substitution by an effective statute, but succeeded only at 
the last session. Legislators continued until then to defeat 
every measure introduced. 

A fallacy of the old law was its requiring of proof of 
intent to cheat or steal, an impossibility in ninety-nine cases 
out of a hundred. The new law allows any physical evi- 
dence of cheating or stealing to act as prima facie evidence 
of the intent to cheat or steal, thereby making conviction 
reasonably possible. 

In order that the public might have fair knowledge of the 
new law, the Southwestern Electrical & Gas Association 
circulated printed notices of it, giving its general character 
and terms, some months in advance, placing these notices 
where they would be sure to attract the desired attention. 
The new law is so framed, it is believed, as to stand the test 
of judicial scrutiny. 

The laws of some other states are deficient in the same 
way in which the former Texas law fell short. The South- 
western Electrical & Gas Association, therefore, is very 
wisely urging other states, where such legislative defects 
exist, to cure them as Texas has done. 



Increase in Mail Revenue 



The Claremont Railway & Lighting Company of Clare- 
mont, N. H., has received an increase from tfie government 
for carrying the mail, amounting in some parts of its line, 
to 33^ per cent. There has also been some rearrangement 
of the service rendered so as to reduce the expense to the 
company of carrying the mail. 



Congressman Adamson Says the Country Has No 
Use for Government Ov^nership 



^^^T 7 HAT do we want of government ownership of 
l/y railroads when we have something far better in 
this country right now?" 

The question was put along last fall by Congressman 
William C. Adamson of Georgia, author of the bill that 
bears his name and a noted connection to the much-mooted 
railroad strike of 1916. 

For the last seven years Congressman Adamson has been 
chairman of the house committee on interstate and foreign 
commerce, and for twenty-one years a member of that com- 
mittee. So he is counted as being something of a student 
of the railroad situation. He regards government owner- 
ship as not only a fallacy, but as affording nobody an ex- 
cuse for advocating it in this country at present. Congress- 
man Adamson added: 

"When we faced this war there was at once talk of the 
government taking over the railroads. I thought the gov- 
ernment was too busy preparing for the greatest war the 
world ever dreamed of to stop to wrestle with the herculean 
task of taking over the most enormous and complicated net- 
work of railroads on any continent on the globe. And, be- 



sides, it would have cost billions of dollars. We have no 
right to take over anyone's property without paying the 
owners. This government knows nothing of operating rail- 
roads, so I suggested that we make the president of the 
United States the traffic agent of all the railroads in this 
country, and the president agreed with me. 

''Then we passed a clause in the war bill provided for 
preferential shipments — that is, government business was 
to move first. 

"The result was the millions of tons of equipment, hun- 
dreds of thousands of soldiers and all sorts of supplies have 
moved on schedule time during the last seven months and 
without a hitch. No country, even where they have gov- 
ernment-owned railroads, ever duplicated this feat. Eng- ' 
land had an enormous task to move men and munitions, but 
we saw not the slightest delay or confusion. We told the 
railroads what to do and they co-operated, not only with 
splendid spirit, but with an efficiency that demands the ad- 
miration of the world. The government got just what it 
wanted and the railroad chiefs — men whose life work has 
been railroading — were there to carry out our wishes." 
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Electric and Gas Utilities in 1917 

They Perform 25 Percent More Service Than in Any Previous 
Year and Get 500 Rate Increases to Cope, With High Prices 



By William H. Hodge, 
Publicity Manager, H. M. Byllesby & Co. 
iHE features sharply defined in the electric light and 
power and gas industries during 191 7 are : 
First — ^The highly essential nature of these in- 
dustries under war conditions as well as during peaceful 
times. 

Second — Extraordinary demands for additional serv- 
ice by munitions plants, mines, shipyards, refineries, 
cereal mills, packing plants and establishments produc- 
ing other necessities. 

Third — Increased operating expenses, due to un- 
precedented prices for coal, labor and supplies. 

Fourth — Inauguration of a period of higher service 
rates to meet increasing expenses, and destruction of 
the fallacy that public utility rates cannot be readily 
advanced to conform to changed conditions. 

Fifth — Creation of new sources of investment capital 
despite unusual difficulties in financing extensions and 
improvements. 

Sixth — The imperative need for immediate water 
power development on the widest practicable scale. 
Each successive month of the war brings into clearer re- 
lief the economic functions performed by the electric and 
gas companies in the saving of time, of labor, of fuel and 
of capital. With more than one-half of the industrial power 
of the country already supplied by these organizations they 
are being called upon in increasing measure for service of 
the most vital kind. 

The central stations burn only about 50 per cent of the 
coal required for individual power plants. Electric motors 
are among the greatest aids to speed and the saving of man 
power in any factory or shop. The factory that buys en- 
ergy does not have to invest capital in its own power plant. 
Gas replaces coal and oil at a saving in many industrial 
operations. Its by-products are used in explosives. 

These are some of the reasons why the electric and gas 
industries performed at least 25 per cent greater service 
than in any preceding year and why they must continue 
to expand as an indispensable factor in national efficiency. 

Weight of Unheard-of Prices 

Unheard of prices for coal, copper, steel and all supplies 
and materials, and the highest wages ever paid in the 
United States bore down heavily on the electric and gas 
companies during the year. The fact that many of them 
emerged with respectable gains in net earnings testifies to 
their ability to effect economies and develop new standards 
of eflSciency. 

Few electric companies depend solely on water power 
for production. The great majority of water powers must 
be reinforced with steam power reserves and it is usually 
the steam reserve that carries abnormal or suddenly de- 
veloped business. Therefore, practically all power com- 
panies, along with the gas companies, have had to buy coal 
at prices which no one imagined would ever prevail when 
the rates charged for service were fixed. 

For the first time in their history these two service in- 
dustries have been compelled to seek higher rate schedules. 
Heretofore rates have been reduced so steadily and per- 




sistently that the possibility of a movement upwards was 
unthought of. Courageously presenting their cases to pub- 
lic service commissions, city officials and the public, utility 
organisations secured not far from 500 rate advances in 
1917. Relatively few applications of this kind have been 
rejected, and an unexpected attitude of friendly co-opera- 
tion on the part of the public and its representatives has 
been developed. The probabilities are that many additional 
rate increases will become effective in 1918. 

Called upon for an extraordinary volume of service in 
1917 the utilities were faced with difficulties in financing. 
Fortunately the increased business of the preceding two 
years had made necessary large additions to producing and 
distributing equipment. Many of these improvements had 
been installed, or were in process of installation and much 
of the financing had been accomplished. Utility obligations 
maturing in 191 7 were comparatively small. Notwithstand- 
ing this situation there remained considerable financing to 
be done during the year. 

Since the initial war financing in June scarcely any money 
has been raised for the utilities in the investment centers 
except by the sale of short term notes at a high interest 
rate, and the highest grade bonds on a 6 per cent basis. 
Confronted with this situation an increasing number of 
companies began the development of supplementary finan- 
(Continued on page S3.) 
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Need for Higher Rates on 
Eastern Railroads 

*By Samuel Rea, President of the Pennsylvania Railroad 



IN DISCUSSING the question of a higher basis of 
freight rates for the railroads we must build up the 
proposition from the fundamentals. The railroads are 
in the manufacturing business just as surely as the steel 
man. They are manufacturing transportation and selling it 
to the public at a fixed price and are at the present time face 
to face with a tremendous increase in the cost of raw mate- 
rials used to manufacture such transportation — i. e., labor, 
fuel and materials. When the prices were fixed by the gov- 
ernment on certain iron and steel articles the present exist- 
ing costs were factors in the determination 6i the price at 
which the product should be sold. Is it not just as reason- 
able to fix the freight rates, at the present time, on the basis 
of what it is costing the railroad company to produce its 
transportation ? 

Considering the thirty-eight Eastern railroad systems in 
official classification territory, in the nine months ended Sep- 
tember 30, 1917, these carriers. had an increase in total oper- 
ating revenues of $123,000,000 and a decrease in net oper- 
ating income of $57,000,000. Such a condition is econo- 
mically unsound. An increasing business should afford an 
increasing net operating income in order to permit a proper 
return on the ever increasing and expanding plant sum- 
marized in the term "property investment." Using as a 
basis the calendar year 1916, the last full calendar year avail- 
able, increased cost of fuel, wages and material to these 
same thirty-eight carriers has increased $278,546,000. The 
increase in rates already granted by the Interstate Com- 
merce Commission and those immediately proposed by the 
carriers aggregate $155,000,000, still leaving unprovided for 
$123,000,000 of an increase in basic cost per annum. When 
these figures and facts are finally summarized they mean 
that the carrier is paying more for fuel because it costs the 
coal operator more to produce the fuel, and the same ap* 
plies to materials. The rates of wages to labor must neces- 
sarily follow the increase in the cost of living and the 
increase' brought about by competition for labor with the 
industrial concerns and the government. Therefore, it seems 
a simple proposition from an economic standpoint that with 
the increase in cost to the coal operator, to the manufacturer 
of material and to the employes, that it necessarily follows, 
as a matter of course, that the railroads' cost of living has 
also increased. There has been a general raising of the level 
of prices, and freight rates have not kept pace. 

The difference between the manufacturer and the public 
utility, however, is that the manufacturer adjusts his selling 
prices in accordance with his costs, while the sale price of 
the product of the public utilities is fixed by law and when 
such a radical change in the purchasing power of money 
takes place, as the present situation develops, the transition 
overcomes the railroads and their only recourse is an ad- 
vance in the sale price of their product. The most potent 
measure of their return is the property investment account, 
being the cost to the railroads of facilities devoted to the 
public use, and the net operating income or the return 
earned on that investment. 

The return on the property investment (thirty-eight sys- 
tems) for the year ended June 30, 1916, was 6.52 per cent, 
and for the year ended" June 30, 1917, it was 5.71 per cent, 

•Written especially for this magazine before the government took 
control of the railroads. 



although total operating revenues increased $154,000,000 
and property investment $200,000,000, and with the present 
decreasing net and increasing property investment the rate 
of return is still falling. Out of this return the railroads 
must pay interest and dividends to their bond and stock- 
holders and have a margin as a credit basis. 

An adequate return upon the property investment estab- 
lishes a credit basis which in normal times attracts new cap- 
ital, but if the return is not adequate or there is no assur- 
ance that it will be continued upon an adequate basis, the 
credit of the carriers necessarily suffers and it becomes diffi- 
cult or .impossible to secure new capital at reasonable inter- 
est rates, irrespective of any war conditions. 

In addition to the proper and liberal treatment of the rail- 
roads from the standpoint of the development of the indus- • 
tries of this country, it is absolutely essential that the car- 
riers be supplied with a sufficient return at this time through 
the medium of higher rates, to do their part as the first line 
of communication with our armies abroad in helping to win 
the war. If their securities depreciate too much in price or 
their credit margin is too narrow, it affects the public and 
their banks, savings and iilsurance institutions, and the 
solvency of the whole country and its government. While 
the railroad managers and the Railroads' War Board are 
devoting their energies with vigor and optimism to getting 
the best service out of the railroads for the country, yet it 
is no surprise that these same managers have a pessimistic 
feeling because of the continued failure of public regula- 
tion to permit them to earn reasonable returns on the prop- 
erty and equipment devoted to that public service. At 
present such failure, in addition to the government's finan- 
cial requirements, is producing considerable embarrassment 
in providing for maturing issues of securities, and new cap- 
ital for needed additions and betterments to their equip- 
ment and facilities. 



A Tremendous Responsibility 

The Food Administrator says that in our obligation to 
feed the allied armies and war workers this winter we have 
a tremendous responsibility. 

The nature of this responsibilit}' may be realized by 
any one who wants to reflect upon what might happen if 
the allied line on the western front should crack through 
weakening of its activities by reason of lack of food. 

Canada and ourselves alone have the surplus food to 
meet this epoch-making responsibility. 

But the necessary supplies can be sent "over there" only 
by personal food economies of every man, woman, and 
child in Canada and the United States. 

Dollars are not a substitute for food — ^we can get the 
food only by intelligent substitution, and sacrifice if need 
be. The total quantity of food needed to hold the line on 
the western front must be made up from the individual 
savings of a population aggregating 120,000,000 people. 
Out of that population Canada has less than 10,000,000 
people. So the burden falls almost wholly upon Americans. 

When the issues and the outcome of this great war are 
finally analyzed, the American family table during the 
winter of 1917-18 will loom as large as the heavy artillery. 

What will history say? 
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The New Railroad Control 

Evidently it Simply Means That the Government Is Going to Do Its Best and 
Permit the Railroads to Do Their Best, as They Could and Would Have Done 
Any Time in the Past with the Government Helping Instead of Hampering 



JT stands to reason- that the revised government-control 
program of railroad operation for the remainder of the 
war will result rather successfully. It has everything 
possible in its favor. To the skill of professional manage- 
ment the government adds the weight of its actual support 
and sympathy. The president proposes to guarantee net 
earnings and make possible funds for extensions and im- 
provements. The labor brotherhood, probably sure of their 
latest demand for wage increase, pledge their co-operation, 
and the rest of the workers, less powerful and therefore less 
fortunate in exacting tributes, undoubtedly will go along as 
usual doing their best. 

Two things need to be kept in mind: we have not just 
come to government control — we have had it. for many 
years, and we have not proceeded to government owner- 
ship. Back of both of these statements is the word of Presi- 
dent Wilson, himself. He made it clear in his December 
order that his action was not to be regarded as a step to- 
ward government ownership and more than seven years ago 
he declared with force that we already had government con- 
trol of a drastic form, not only of railroads, but of all utili- 
ties. Prophetic significance attaches to his recent action in 
view of his address at Plainfield, N. J., in 1910 while still 
president of Princeton, in which he said : 

"The means by which we seek to control public service 
corporations is through commissions. We have carried this 
method so far that we have inrtually gone the length of die- 
tating their management, which carries us very much be- 
yond the point of mere control. We undertake throt^h com- 
missions to dictate to these corporations the methods and 
means by which they shall conduct their business and we 
threaten them with penalties of the severest sort if they do 
not obey the directions given them. These directions may 
or may not have regard to- the possibilities of the case, may 
force upon those corporations policies and measures which 
will render their business unprofitable, but the government 
which dictates consents to no responsibility in the matter and 
has calmly adopted the policy of rule, even if it involves 
ruin. 

*'We do not see the significance of this method of control 
at present. * * * // if only in its infanty. The oppor- 
tunities it offers for political influence and individual 
tyranny, * * * every man who is well read in the his- 
tory of the government can easily perceive. 

''By this method of control we shall presently run into 
choices we never dreamed of, into nothing less than^ the 
fundamental choices of government oivnership and direc- 
tion, so that responsibility shall not be divided from power." 
" * * * 

No business could long survive a system of regulation 
that went to the extent of requiring the impossible of it. 
That is the kind of government control we have had, as 
defined by Mr. Wilson. No business could long endure the 
intolerable exactions of the "rule or ruin" policy, which he 
says the government had "calmly adopted," and which every 
informed man knows to be true. It was inevitable that 
under the goading of such a policy the railroads should fail 
to meet the crucial test. But let us make sure of one thing, 
private ownership of railroads has not broken down, for 
it has not been put to a fair test. Neither has public regu- 
lation, as a principle, collapsed, for it has not been put to a 
fair test. What has failed and what precipitated the con- 



ditions that made this revised form of government control 
necessary, in the judgment of the president; was political 
interference, trying to eat our cake and have it at the same 
time, or in other words, ignoring the fact that the power to 
regulate involves, the obligation to protect, as our well- 
known slogan states it. 

What has happened, then, is this : the president has sup- 
planted government restriction with government aid, sub- 
stituted government control for political interference. He 
has simply made it possible for the railroads to do what 
they could have done at any time with actual government 
support instead of drastic multiple regulation and deliberate 
political machination. At least that seems to be the gov- 
ernment's proposition. 

We go into the past not for the purpose of crimination or 
captious criticism, but simply to emphasize certain fallacies 
and injustices which must be avoided in the future, after 
this war emergency is past. The destruction of this war 
will call for long years of constant reconstruction. This 
colossal task will require untold amounts of money. Rail- 
road development will be necessary bothr here and abroad 
and call for capital in larger quantities than ever. Capital 
will not go begging. It will^nnd ample outlets in various 
fields of investment all over the world. It will have to be 
treated at least with justice and not subjected to some of 
the practices which selfish ambition and lust of office have 
imposed upon it in the past. 

* Hf * 

While every American will do what he can to make a suc- 
cess of our new system, we need not expect miracles. In- 
adequate facilities lay at the bottom of the causes which 
led to the president's action. The government's powerful 
aid will accomplish much in eliminating obstructions, estab- 
lishing a unified system of transportation and producii^ 
the greatest efficiency possible with available equipment, but 
time only can provide adequate facilities. The question was 
after all financial and with government funds the necessary 
relief can come in time. The railroads, it must be remem- 
bered, were doing the utmost that was possible under the 
circumstances, as President Wilson indicated in this state- 
ment : 

"The committee of railway executives (the Railroads' 
War Board) who have been co-operating with the govern- 
ment in this all important matter have done the utmost that 
was possible for them to do; have done it with patriotic zeal 
and ability; but there were difficulties that they could neither 
escape nor neutralise.** 

President Wilson has done well to point out this fact. As 
a matter of justice to the railroads and information to the 
public and for the guidance of the people in shaping the 
future policy of the government regarding the railroads, 
something of what the railroads have accomplished under 
their own volunteer War Board, ought to be known. In a 
nutshell they hauled 50 per cent more traffic in 19 17 than 
they did in 191 5. They were able to do this only because 
by the pressure of war, bearing down on the patriotism of 
everybody alike, the railroads could enlist the co-operation 
of the shipping public, part of it, at least, and of the state 
commissions, some of them, at least. . It did not have entire 
co-operation of these, but such as it had enabled the rail- 
roads to rise to the occasion. They transported the enor- 
mously increased volume of regular business and at the 
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same time took care of the gigantic volume of purely war 
traffic. As a matter of fact what the railroads accomplished 
under their own control and operation was a stupendous 

task all too little understood and appreciated publicly. 

* * * 

It follows, therefore, that the government would wish to 
continue the railroads under their own managements. To 
that end Director McAdoo, carrying out the president's ex- 
pressed wish, has issued an order stating that existing rail- 
road organizations will be disturbed just as little as possible. 
Only skilled hands, trained by long years of practical ex- 
perience, could be expected to bring the results at which the 
government is aiming. 

By the new order we simply have the government doing 
all it can do and permitting the railroads to do all they can 
with private operation not less, but more on the job than 
ever. In other words we have a new form of government 
control wiping out an old form of government control. 

Xotwithstknding this we may expect an inflation of the 
government ownership balloon regardless of the president's 
declaration that this is not a move in that direction. What- 
ever success comes of the existing system will be ascribed 
to the government and made the basis of the claim by the 
propagandists that the government has done what private 
ownership could not do. These spurious claims will be 
taken up by those who, seeking political preferment, find in 
tbtm promising traps for votes. But by that time, it is to 
be hoped, Americans will not be as easily fooled as they 
have been. 



After all there is an element of irony in the present sit- 
uation. It was only a few years ago that E. H. Harriman 
said the country would be better oflF if the railroads were 
operated as a single unit. It was only a few years ago that 
James J. Hill declared that if the railroads kept up with 
transportation demands, they would need at least $300,060,- 
000 a year for ten years for improvements and extensions. 
Sap-headed writers and politicians condemned Charles E. 
Hughes, who as governor of Ntew York, vetoed a 2-cent 
fare bill on the ground that it did not sufficiently take into 
consideration the earning power of the railroads. Various 
anti-merger suits aimed to dissolve systems and prohibit the 
very thing the government now finds essential in meeting the 
supreme test, must now rise as ironical ghosts to mock our 
popular prejudices. 

The railroads would never have been in the condition 
that made this government direction necessary had the peo- 
ple listened more to reason and less to professional and 
political agitation. And now, in facing the future, they can 
readily see if they will that government ownership cannot 
possibly offer anything of constructive value in the solution 
of the problem. The disease which laid the patient low 
is politics. You cannot cure the disease by applying more 
politics. And government ownership is nothing but politics 
raised to the Nth degree. Its peril is suggested in the state- 
ment of President Wilson that responsibility under it is not 
divided from power. 



Higher Freight Rates a World 

Need Granted in Government 

Ownership Countries 



THOSE who, like Clifford Thome, have argued for 
government ownership of the railroads in order to 
avbid increasing freight rates, would do well to con- 
sider that freight rates have been substantially increased in 
those governments which cither have all along owned their 
railroads or have taken them over for the period of this war. 

To talk about government ownership as the solution of 
the problem in this country is comical. 

In the first place, the need of higher freight rates is not 
peculiar to America, it is a worldwide condition, just as the 
higher cost of living in general is universal. 

The French government recently proposed a 15 per cent 
increase in freight rates on its larger systems of railroads 
whose deficits, caused by increased wages, and other operat- 
ing costs, were assumed by the government. The Railway 
Age Gazette in commenting on an article published by the 
Economiste Frhncais, on this subject, recently said: 

"The article shows that these unprecedented rises in oper- 
ating costs are by no means confined to the United States 
or even to the United States and France, but that they are 
the result of conditions in effect in all parts of the world. 
It also shows that in every case the remedy for this condition 
proposed or adopted has been the same. In miny countries 
necessary even before the war and since then, the article 
says, 'the terrible conflict which has overturned economic 
life not only in the belligerent countries, but in the neutral 
as well,' has forced an increase in rates in nearly every 
country which has any considerable railway system. 



**In Italy the rates, increased in 191 1 and in July, 1914, 
were raised twice in 1916. In Switzerland passenger fares 
have been increased and now preparations are being made 
to follow the same course as to freight rates. In Russia 
rates have been undergoing increases since 1902 and since 
the war the government has placed taxes on transportation 
in such a form as practically to increase the rates. In Hol- 
land passenger rates were increased in 1909 and freight 
rates in 1916. In Norway rates were increased in 1913, 
1915 and 1916 and a similar plan has been followed during 
the last three years. In Austria-Hungary freight rates were 
recently increased 30 per cent and even in Prussia the min- 
ister of railways has submitted to the railway council a pro- 
posal for a 10 per cent increase in passenger fares. Canada, 
Argentina and Denmark are also mentioned as countries 
where rates have been advanced to offset the increases in 
expenses. The conunissioners of the New South W^les 
Government railways in their report for the year ended June 
30, 1917, ask for a 10 per cent advance in all freight and 
passenger rates in addition to those already made within the 
last two years. 

"The efforts of the railroads of the United States to 
increase their revenues by a higher scale of charges cannot 
be ascribed solely to an inordinate greed for pronts. They 
are subject to a condition which is world wide in its effect 
and they are seeking to meet that condition in the only way 
which is open to them, that of seeking permission to do what 
other kinds of business have done without requiring any 
permission." 
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NE of the real 
needs in securing 
fair rates of re- 
turn for public utilities 
is that type of public 
officials with the ability 
to determine and the 
courage to declare for 
what is just and right as 
between the companies 
and the public. Gover- 
nor McCall of Massa- 
chusetts proved to be of 
that type when the in- 
vestigation of the affairs 
of the Boston Elevated 
Railway Company was 
approached. He sent to 
the legislature a state- 
ment in which he de- 
clared that he would re- 
fuse to sign a bill pro- 
viding for the purchase by the state of the Cambridge 
subway, owned by the company, and suggested the pass- 
age of a bill extending jurisdiction of the Public Service 
Commission to the matter of fares charged by the Ele- 
vated. To this the governor added: 

"It is a body created for the express purpose of super- 
vising our transportation, systems and of doing justice be- 
tween those who own and operate them and the public. The 
transportation companies should be required to give rates 
that are just and reasonable and equal to the public. On the 
other hand they should be permitted to receive rates which 
would efnable them to pay reasonable wages to their em- 
ployes, to opeirate their property efficiently, and to yield a 
return upon investment honestly made. Less than that 
would not pay for the fair cost of service. Such a policy 
is in my opinion necessary in order to do justice to the peo- 
ple who use the roads and to the companies which own 
them, and is vital to their proper equipment and efficient 
operation. 

"It was undoubtedly a grave condition which led to the 
appointment of the Commission a year ago, and it was a 
grave condition that led to the action which the Commission 
has recommended. The substantial elements in the cost of 
transportation upon this system can be quickly determined. 
There is no necessity for an inquiry long drawn out to de- 
termine the cost to the fraction of a mill, and if ,the Com- 
mission is equipped with full authority in the premises I 
believe they will take seasonable action, and action which 
will receive the public approval. The maintenance of this 
system is of very great pubKc importance. It has a body 
of highly trained employes led by a man who is recognized 
throughout the country as one of the foremost men in his 
calling. It gives very good service now; it should be en- 
abled to give even better service in the future and I believe 
that it will be able to do that under the efficient manage- 
ment which it now has and the full regulation of the Public 
Service Commission." 

4c 4c ♦ 

The train dispatchers are loyally co-operating with the 
Government in facilitating the movement of freight and 
have issued a pamphlet. The Train Dispatcher's Part in the 



War, written by C. J. McDonald, assistant superintendent 
of transportation, Southern Pacific Railway. Copies of 
this pamphlet may be obtained at 7122 Stewart Avenue, 
Chicago. The following suggestions regarding the train 
dispatcher's supervision of railroad locomotives is an ex- 
ample of the work that is being done: 

"See that every engine on your division makes more than 
75 miles per day. The nearer you come to actually doubling 
that daily mileage the better. Your roundhouses and your 
shops are going to become more eflFective; they are going 
to give you engines that are steaming better, engines that 
are not leaking, engines that can do a full day's work any 
time they show up for call. Yes, they are going to do this 
because the shop forces are just as anxious to contribute 
their efforts to make this trial of the American railroad sys- 
tem a success as you are. But the work that an engine does 
is entirely up to you, Mr. Dispatcher. You are the one 
who can handle company material on trains that could not 
otherwise handle full tonnage. You are the one who can 
move the company coal, or company oil, so as to fill up 
storage points at odd times without interference with regu- 
lar traffic. You are responsible for meeting points, for 
intermediate loads, for local service, and all of those impor- 
tant factors that affect train loading. You will have to 
watch the straggling loads, the branch train connections, the 
short cars, and the empties. You are going to do these 
things better, and you are going to run full tonnage trains 
from one end of the divisioii to the other." 

4c 4c ♦ 

C. H. Andrews, assistant to the president and chief engi- 
neer of the North Carolina Public Service Company, 
Greensboro, N. C, has been appointed general superintend- 
ent of the Southern Utilities Company, which corporation 
operates electric, gas and ice properties throughout Florida, 
under the management of the J. G. White Management Cor- 
poration, New York. He assumed his new duties on Jan- 
uary I. Mr. Andrews graduated from Purdue University, 
Lafayette, Ind., in 1908, receiving the degrqe of B. of S. 
in E. E. After graduation, he entered the employ of the 
Public Service Corporation of New Jersey, serving in the 
meter department of that company. In 1909 he beoune 
connected with the North Carolina Public Service Com- 
pany. Soon after joining this organization he was ap- 
pointed superintendent of the light and power department; 
later on he was made departmental manager of new busi- 
ness; in 191 1 he was promoted to the position of assistant 
general manager, in charge of electric, gas and street rail- 
way utilities in Greensboro and High Point, N. C, and in 
1917 his position was made assistant to the president and 
chief engineer. In connection with his general duties, Mr. 
Andrews has devoted much time with success to studying 
the question of rates ahd their application. He is a mem- 
ber of the American Institute of Electrical Engineers and 
of the American Gas Institute. 

4c 4c 4c 

LEONARD S. CAIRNS, assistant general manager of 
the Manila Electric Railroad and Light Company, Manila, 
P. I., has been appointed general manager of the Eastern 
Pennsylvania Railways Company, Pottsville, Pa., by The 
J. G. White Management Corporation, New York City, 
the operating managers of both companies. Mr. Cairns 
has arrived in the United States and has assumed the 
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duties of his new position. He succeeds L. H. Palmer, 
who lately became assistant to the president of the United 
Railways and Electric Co., Baltimore, Md., as recently an- 
notmced in these columns. Mr. Cairns, upon leaving high 
school, entered the employ of the Twin City Rapid Transit 
Company, Minneapolis, Minn., and after several promo- 
tions was made general superintendent of that company. 
In 1912 he was employed by The J. G. White Management 
Corporation to fill the position of assistant general man- 
ager of the Manila Electric Railroad and Light Company. 

4c ♦ 4c 

John Hayes Smith, consulting engineer of Milwaukee, 
has closed his office to accept a position as assistant engi- 
neer to the Public Service Commission of Pennsylvania. 
Mr. Smith is a graduate of Cornell University who asso- 
ciated himself with the Westinghouse Electric & Manu- 
facturing Company shortly after graduation, remaining in 
their employ about six years. He is best known as the first 
manager of the Electric Journal, Pittsburgh. Resigning 
this position, he became editor of the Electrical Age, New 
York, for four years. Since that time Mr. Smith has been 
in Milwaukee. For two years he was with the Milwaukee 
Electric Railway & Light Company, resigning as commer- 
cial engineer to take up consulting work. For the last four 
years he has been actively identified with much important 
work in Milwaukee, as well as engaged in rate and valua- 
tion work in other states. 

4c ♦ ♦ 

W. L. Barker, electrical engineer of the Southern Util- 
ities Company, consisting of electric, gas and ice properties 
in Florida, has resigned to accept the position of electrical 
engineer of the Manila (P. L) Electric Railroad and Light 
Company. Both of these companies are under the manage- 
ment of the J. G. White Management Corporation of New 
York City. Before joining the organization of the South- 
em Utilities Company, Mr. Barker was connected with the 
staff of the General Electric Company. He is a graduate 
of the Alabama Polytechnic Institute. 

Public Sentiment Reassuring 
H. M. Byllesby & Co. in one of their public statements 
say: 

"Viewed in connection with the general attitude of the 
public, utility conunissions and city oflScials toward rate in- 
creases where they are necessary, the large gains in business 
by electric and gas companies cannot fail to reassure the 
investor in such securities. The fairmindedness of all 
concerned toward higher rates is indicated by the statement 
of O. B. Wilcox of William P. Bonbright & Company that 
out of 462 applications of this kind reported in 1917 401 
have been allowed. In Minneapolis the Wholesalers' and 
Retailers' Association, once a bitter critic of electric rates, 
has sanctioned a 10 per cent increase in the power schedule 
and a 5 per cent advance in lighting." 

Rutland Railway, Light & Power Co. 

Owing to requests of the government for the conserva- 
tion of energy, effective January ist, the headway on the 
main line between West Rutland and Poultney was changed 
from 35 minutes to 70 minutes. This will result in a sav- 
ing in car mileage of 352 miles per day, which represents 
a very material saving of power. As soon as the cars can 
be equipped, one-man operated cars will be used on the 
South Belt line and also on the North Belt line. A skat- 
ing rink is being built on the South Belt line at the Fair 
Grounds, to be run for the benefit of the Red Cross. This 
will result in considerable additional travel on this line. 



Water Power Development 

PRESIDENT WILSON'S recommendation of legisla- 
tion that will lead to water power development struck 
a responsive chord in congress and evidently through- 
out the country. Most people by now have come to appre- 
ciate the folly of the nation's failure in developing these 
resources before. Now with the emergency of a world war 
multiplying the demands for fuel and power, the nation is 
awake to the imperative necessity of development with the 
least possibly delay. 

Congress is moving toward the desired goal of legisla- 
tion. 

For years there has been no keener student of this water 
power problem than Franklin K. Lane, Secretary of the 
Interior. His knowledge of the situation is comprehensive 
and accurate. He has long been demanding just such action 
as that which the president now recommends and which is 
in the process of formation. As a western man, Mr. Lane 
has had a grasp both of the abundance of the resources and 
the need of their development. In a recent discussion of 
the problem he said, referring to the "peculiar value of the 
ledges of granite which confine our western streams and 
turn them into dam sites, useful for purposes of power gen- 
eration. How many of these there are on public land not 
yet disposed of no one knows, but we have several hundred 
under withdrawal and these should be freed from with- 
drawal and turned into use just as quickly as possible ; for, 
as the muscle of a man or horse can raise a few barrels of 
water from the well to supply stock or irrigate ihe garden 
patch, so can the power of the stream, turned into electricity,, 
be used to raise millions of barrels of water to irrigate al- 
falfa farms and orchards. And this is now one of the most 
common uses of electricity in the west, and, in fact, in some 
of the eastern states where irrigation is found of value." 

Hindsight is always better than foresight, so that it is evi- 
dent today that many of the economic problems in this war 
crisis would be less insistent, if at all serious, had some of 
these power resources been developed so that today they 
could be doing a lot of things which coal is required tO;— 
coal, the mining and transportation of which constitutes such 
a problem for the nation today largely as th^ result of the 
mine strikes last summer. 



The lineman may properly be regarded as the "higher- 
up" in the telephone organization. 



Utilities the Life Blood of the Nation 

In an article proposing that Public Utilities be made pre- 
ferred investments because a community necessity. Manu- 
facturers' News recently contained the following para- 
graphs : 

"The public utilities such as gas, electric light, street rail- 
ways and water systems, are the very life-blood of the 
Nation. Without them business would be at a standstill in 
the larger cities. They are important in the conduct of the 
war, vitally important. 

"The utility owners in many states have gone before their 
public service bodies and asked for increased rates. In few 
cases have the requests been declined." 

Safety First 

It was a bitterly cold day and Sandy appeared on the 
streets with the tippets of his cap up over his head instead 
of his ears. 

"Hoot, mon!" cried McNab, "wee you naw put your 
tippets down over ye ears?" 

"Dinna fash yesel'," replied Sandy, "I naw put me tip- 
pets down since the accident." 

"Huh, and I dinna ken ye were hurt," McNab hastened 
to add. 

"Um," rejoined Sandy, "McGregor asked me to have a 
drink and with me tippets down I dinna hear him." 
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Doherty Organization Adopts Liberal 
Stock Purchasing Plan for Employes 



HENRY L. DOHERTY & COMPANY, knowing the 
desire of the members of the organization having 
the care of the business of Cities Service Company 
to become investors in its securities, and believing also that 
the members of the organization should be given the advan- 
tage of special terms under which they can make such in- 
vestments, has devised a method of accomplishing this re- 
suh. A detailed subscription plan has been sent through- 
out the organization, under which opportunity is afforded 
employes to purchase two shares of preferred and one share 
of common stock of Cities Service Company for $300, and 
larger or smaller amounts in the same proportion. 

The amount that each employe can subscribe is contingent 
upon the length of his employment and the amotmt of his 
annual salary. The subscriptions are payable in monthly- 
instalhnents at the rate of 1/60 of the total amount per 



month, thereby completing the amount of the subscription 
at the end of five years. 

All participants enlisted in or conscripted to the Army or 
Navy of the United States, or in any war service, will be 
permitted to continue their subscriptions, and this will not 
be deemed a termination of emplo)mient. Furthermore, no 
default in monthly payments during such service will effect 
the purchaser's rights, and all such payments becoming due 
will be deemed to be extended for a term equal to the period 
of the service. 

The amount set aside for the subscription of the employes 
is $2,000,000 preferred stock and $1,000,000 common 
stock. At present market prices for these securities, the 
basis of subscription shows the participant a substantial 
profit, and it is believed that over the five year period this 
profit will appreciably increase. 



How Car Fares Were Raised in 

Meridian, Miss. 

Company Simply Showed the People Through Publicity That It Must 
Have Relief from the High Operating Costand Got It Without Any Protest 

By H. E. Brandli, Vice-president and General Manager, Meridian Light & Railway Co. 



REALIZING, like a great many other street car com- 
panies throughout the country, that something must 
be done to offset the enormous increases in the cost 
of the street car ride, we decided first to make known to 
our patrons the fact that the cost of the ride had materially 
increased. This fact could best be brought to their attention 
through the local press, and a number of articles were pre- 
pared, giving in detail increases in the cost of materials, 
such. as fuel, labor, car wheels, trolley wire, etc., which 
enter into the cost of the street car ride. These articles were 
run in both local papers in the form of advertisements, two 
insertions each week, and on the same days each time calling 
attention to the next article which would appear. 

The information contained in these articles soon began to 
take effect and the fairer minded people began to realize 
that the car ride was costing us considerably more, just the 
same as all other commodities were costing them more. 

We have referred to the fairer minded people as there 
are demagogues in all communities who insist that public 
utility companies have no rights whatever regardless of how 
much the utility company may have contributed towards the 
upbuilding of the community. 

As a general rule, if the cold plain facts and figures are 
given, such as our articles contained, the fair minded will 
give the matter due consideration and if an increase is justi- 
fied little complaint will be registered, After the appearance 
of these articles (10 in number) our patrons were given 
ample time in which to thoroughly digest and familiarize 
themselves with the true conditions. We then announced 
that effective immediately the sale of 24 rides for a dollar 
tickets would be discontinued, and school tickets would be 
sold 30 rides for a dollar instead of 40 rides as previously 
in effect. This was done with practically no complaint 
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whatever, and two weeks later we inserted the following 
anouncement : 

TO OUR STREET CAR PATRONS. 
"During the past few months several articles have 
appeared in this paper giving you facts regarding the 
increased cost of street car rides. 

"It is our desire to render at all times the best service 
at a fair price. 

"We fully realize that our company like others, is 
absolutely dependent for its success upon the good serv- 
ice given, as well as the good will of the public served. 
"As we have enumerated in numerous articles, every- 
thing entering into the cost of the street car ride has 
mounted upward so rapidly that we are now unable to 
meet these increased costs without asking your assist- 
ance. We are, therefore, forced to announce to our 
patrons that beginning Monday, October 29th, it will 
be necessary for us to make a charge of one cent for 
each transfer issued. 

"While this charge will give us a small amount of 
relief, it will in no way offset the enormous increases 
in the cost of all materials and wages which go to make 
up the street car ride. We, therefore, ask the indtdgence 
of our patrons for the necessity of making this nominal 
charge until at least conditions again become normal." 
In reply to this announcement, we are pleased to state 
that only one protest was registered at our office and this 
from a patron who lives in the eastern part of our city 
and has his office in the western part of the city outside 
the limits. He formerly rode on 4c tickets with free trans- 
ler. After an explanation this patron was satisfied. 

We feel that a goodly portion of our success was due to 
the detailed publicity given our patrons on this matter 
through the press beforehand. 
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Public Opinion Can Make Us Or Break Us 

— W. H. Glenn of Georgia Railway St Power Co. to His Employes. 



"W 



' E depend absolutely upon public opinion. It can 
make us or break us/' 
That truism was the theme of a most import- 
ant address recently made by W. H. Glenn, vice-president 
and operating manager of the Georgia Railway & Power 
Co., to the members of the Gas and Electric Club of that 
company in Atlanta. He put ''better public relations be- 
tween a utility and the people" above all other considerations 
affecting these companies. This, of course, is the very prin- 
ciple on which this magazine operates. The following is 
but an excerpt of Mr. Glenn's address, which ought to be 
given the widest possible publication: 

''Sometimes I wish we could forget that word 'company.* 
What do you mean by 'company' ? It is an impersonal kind 
of thing, which anybody can 'cuss' or anybody can praise. 

"I wish we could think of the company as a person, as an 
individual, and have the public adopt the same thought. 
For the company is human, after all. Not one human be- 
ing, but many! What is a company? The stockholders 
delegate their business to the directors, the directors to the 
officers, the officers to the superintendents and department 
heads, these heads to the men on the job. So the company 
is, after all, just the employes themselves — just you and me 
and all of us. 

Business Done in the Open 

"But this company is in a different position from a fac- 
tory or a store. Our business is done out in the open, far 
from the supervision of the superintendents. In a factory, 
an employe in a bit of trouble may call at once on the su- 
perintendent for advice and help. Our motormen and con- 
ductors are at work in four counties. OvCt linemen are all 
over north Georgia. No one is at hand to give directions 
when an emergency arises. They must depend upon their 
own judgment, their own initiative. Therefore, our men 



must be especially competent to deal with the public. It is 
an unusual thing to say, but none of our real business is 
done in this building. Our business is done outside. 

"It is a serious business, more so than the ordinary. We 
handle thousands and thousands of lives every day on our 
cars. We are responsible for a powerful electric current 
traversing hundreds of miles of wire. Our business never 
ceases ; our company never sleeps. 

Public Opinion Can Make or Break 

"You nave been reminded very often of the absolute 
necessity of our having the good-will of the public. We 
depend absolutely upon public opinion. It can make us or 
break us. " We must gain franchises, awarded by city of- 
ficials who are elected by the people. If the people are 
against us their attitude is reflected in the officials. It can 
affect us in the jury box. If a juryman dislikes the com- 
pany he cannot help but be influenced in his verdict, no 
matter how hpnestly he may try to be impartial. 

"What is public opinion ? Nothing more than the aggre- 
gate of individual or personal opinions. If we could do 
one big act that would win over public opinion at one sweep, 
it would be easy. But we cannot do that. We must win 
one friend today and another tomorrow and another the 
next day. It is the only way, and we must never lose an 
opportimity to make a friend. 

"You can't blame outsiders for criticizing what you criti- 
cize yourself. The best thing we can do is to do our work 
so well that there will be no room for criticism. We do big 
things well only by doing all the little things well." 

The significance of this address is that it was made, not 
to the public, not as a piece of advertising, but within the 
"family circle," to the men who under Mr. Glenn's direction 
serve the public in the employ of the Georgia Railway & 
Power Co. 



ONE THOUSAND PER CENT DIVIDENDSI 

A GOVERNMENT authority declares that the average family spends 14 per cent of its general ex- 
penses for moving picture shows, and 6 per cent for its utility service, combining telephone, electric, 
gas, water, street and steam railway transportation. 

The average American, however, complains 100 per cent more about the cost of his utilities than his 
movies. In fact, it is questionable if the average American complains at all about the cost of his movies. 
Perhaps he doesn't even stop to reflect that from 5 cents the movie has gone to 15 cents, 20 cents, 25 
cents and even higher without any real justification. Many movies that were charging 10 cents went to a 
straight 15 cents when a war tax of i or 2 cents was imposed and others went up accordingly. 

''Do you know that dividends of 1,000 per cent are not unusual in the big feature film business?'' runs 
an inquiry on a card sent out to stock investor prospects by one of the large movie outfits. 

ONE THOUSAND PER CENT DIVIDENDS ! 

And what does the aVerage American think or care about it? 

"That's all right," says he; "let 'em make the money if they can. I'd do the same thing." 

Sure. But what does this same American say when the gas company, the electric company, the water 
company, the street car company or the telephone company ask for the privilege of making simply a fair 
rate of return on investment? And which is more vital to the life of a community, to the comfort and con- 
venience of the individual — ^the movie or the utility? 

Those communities — and there are hundreds of them — that are granting increases in utility rates are 
both just to themselves and the utilities. 
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RULINGS OF COURTS AND 
COMMISSIONS 



Bond Discount in Capital Value, 

Says Court 

Carrier Cannot Serve Two Masters, Court Holds — Maine Commission 
Declares Rate of Return Must Include Depreciation and Contingencies 



BOND discount to the extent of 7% per cent of the 
reproduction cost of the property shotdd be included 
in the capital value of a utility. So ruled the superior 
court of Pennsylvania in revising the order of the Pennsyl- 
vania public service commission in the case of Ben Avon 
Borough versus the Ohio Valley Water Company. The 
court went on to discuss the interesting point as follows : 

"Concerning the item of brokerage, the courts and com- 
missions of other States have held that discounts on securi- 
ties should be allowed ; as utilities, like other companies, are 
not able to make their financial arrangements without allow- 
ing such discount. The difference between the amounts 
derived from the sale of its bonds and the amount which 
the company must eventually pay on the bonds has been 
regarded as a part of capital charges for construction. 

"While corporations should not be permitted to capitalize 
their lack of credit, still, where bonds are sold at a reason- 
able discount and bear a fair rate of interest, such discount 
should be allowed. What is a fair discount depends upon 
the condition of the money market and the ability of the 
organizers to attract capital to the project. 

"It is a well known fact that the great majority of com- 
panies are started without all the available cash necessary 
to complete the undertaking. This country would not have 
reached its great stage of industrial development if it had 
been the rule that all capital must be procured in advance 
by full paid stock subscriptions. 

"If a legal rate of return was all that was offered, the 
investor could very well answer that without risk and, with 
a safe margin of value, money could be loaned on lands and 
buildings at this rate of return. When solicited to invest 
in a new project, with the uncertainty of success before 
him, the investor demands a return commensurate with the 
risk involved, and that must be something more than a legal 
rate investment. If the venture is a failure the investor is 
compelled to take his loss without any hope of recoupment ; 
but it is equally unfair to require him to suffer all the loss 
if the enterprise fails, and to deprive him of the chance of 
additional gain if the venture is a successful one. 



"Moreover, the company should be allowed the expense 
necessary to give a reasonable discount on bonds (and this 
has been the rule of the past), such discount should be al- 
lowed as a capital charge. To hold that only the cash re- 
ceived may be considered in a rate-making value, would 
not only deprive the company of property, but would de- 
prive the investor of property ; it would drive from the field 
of legitimate banking the securities of hundreds of utility 
companies within the state. Many of these securities are 
held in good faith by banks throughout the commonwealth. 

"We cannot view the present success of utility companies 
as the medium through which this question must be judged. 
It is necessary to go back to their formative period, when 
these securities were sold, and from that viewpoint examine 
the various critical stages through which the utility com- 
pany has passed. It has only been through inventive genius 
that many utility concerns have become successful ventures. 

"The appellant should be allowed a certain per cent for 
brokerage, or discount. There was sufficient evidence be- 
fore the commission to determine the fair amount and while 
the company, in undertaking to allow exorbitant amotmts, 
fell into error, and such issues were clearly unreasonable 
and grossly in excess of any fair demand, still we cannot 
deny to the innocent stock and bondholder the justice of 
securing a reasonable allowance for brokerage as a capital 
charge. 

"In so doing we do not give any consideration whatever 
to inflated or fictitious values ; the evidence before the com- 
mission was that seven and one-half per cent of the repro- 
duction cost would be a fair amount. When based on re- 
production cost, the discount is limited to actual value and 
no fictitious charge is allowed as it would be if calculated 
on an issue of stocks and bonds where the utility was cre- 
ated solely from the money received from the sale of bonds. 
This for a new concern does not seem unreasonable." 

* * ♦ 

Carrier Cannot Serve Two Masters 

The state of Arkansas sued the St. Louis, Iron Mountain 
& Southern Railway Company to recover a statutory penalty 
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for a charge made by the company on two intrastate ship- 
ments of lumber in excess of the rate fixed for such service 
by the Arkansas Railroad Commission. The carrier ad- 
mitted making the charge in question, and in justification 
alleged that the Interstate Commerce Commission had 
found, after investigation, that the rates charged by the car- 
rier on interstate shipments of lumber were reasonable ; that 
the rates fixed by the* Arkansas Railroad Commission ex- 
ceeded interstate rates and therefore subjected interstate 
commerce to unreasonable prejudice and disadvantage ; and 
that such discrimination must be discontinued. The carrier 
asserted that it was impossible for it to comply with the 
order of the Interstate Commerce Commission and that of 
the Arkansas Commission, since the two orders were in 
direct and irreconcilable conflict. The state demurred to 
the carrier's answer on the ground that it did not constitute 
a defense to the complaint, and upon the hearing the de- 
murrer was sustained by the Circuit Court of Lee County, 
Arkansas. The carrier refused to plead further, whereupon 
the statutory penalty was imposed and the carrier appealed 
to the Supreme Court of Arkansas. 

The Supreme Court held that the Circuit Court had erred 
in overruling the demurrer and that therefore the judgment 
for the state must be reversed, since the carrier had the 
right to charge the maximum rates -fixed and approved by 
the Interstate Commerce Commission and was at liberty to 
raise the intrastate rates to a level with the interstate rates 
and could not be compelled to reduce such reasonable inter- 
state rates to a level with current intrastate rates, since the 
authority of Congress was clear to prevent an interstate car- 
rier from unjustly discriminating in its rates against inter- 
state commerce, 

* ♦ ♦ 

Rate of Return 

The Public Utilities Commission of Maine, in dismissing 
the complaint of George H. Briggs and others against the 
Peaks Island Corporation, a water utility, held that the com- 
pany was entitled to rates sufficient to pay reasonable oper- 
ating expenses, including a reasonable allowance for depre- 
ciation and contingencies and a fair return on the value of 
the investment. The commission stated that the return to 
the stockholders should be commensurate with the sacrifice 
which they have made in devoting their capital to public use, 
with the resultant responsibilities of management and the 
risks involved in the business and the withdrawal of capital 
from other avenues of profitable employment. This return 
on the investment should be sufficient to attract capital to 
similar investments with the exception of getting a reward 
in dividends from regular earnings and not from the flota- 
tion of securities. It should, therefore, be larger than the 
rate for money loaned to such a corporation, because the 
lender has a lien upon the property superior to the owner 
and, moreover, takes none of the responsibilities of manage- 
ment. 

a^ an Hi 

Free Service Not Allowed 

The receiver of the Home Telephone and Telegraph Com- 
pany in Oregon sought authority to establish a residence rate 
of $2.25 per month, with a discount of twenty-five cents 
for prompt payment, charge for service not to begin until 
three months from date of installation. 

The Public Service Commission held that the giving of 
free or reduced rate service for three months, or for any 
other period, to new subscribers, is the giving of an undue 
and unreasonable preference and advantage to the new sub- 
scribers over the old subscribers, and is condenmed by the 
public utility act ; that any utility which furnishes or offers 
to furnish, service at free or reduced rates, or which makes 
any concession whatsoever to any subscribers, not only vio- 



lates both the letter and spirit of the act but subjects those to 
whom such service is furnished to a severe penalty; that 
the receiver of the Home Telephone and Telegraph 
Company should desist from putting into effect the pro- 
posed schedule of rates or from giving, or offering to give, 
service free or at reduced rate to any subscribers except 
those mentioned in the public utility act. 



Street Car Employes Help to Conserve Current 
Company Gets Co-operation of Men and Patrons 

Baltimore, Md 191. . 

(Motorman) 

I, i . (Conductor) 

of the United Railway & Electric Company of Balti- 
more, realizing that the saving of current and fuel is 
a patriotic duty and NECESSARY FOR THE 
WINNING OF THE WAR, hereby pledge myself 
to use every means in my power to save current — 

(1) By coasting whenever practicable; 

(2) By proper use of the controller ; 

(3) By proper braking, and 

(4) By not wasting heat. 

(5) I fturther pledge myself to handle passengers 
and cars carefully, safely and economically. 

(Signed) 

That represents a card which the United Railways & 
Electric Company of Baltimore distributed among its plat- 
form men and which has been generally signed by the men 
and productive of excellent results. 

When the coal shortage reached an acute stage, the com- 
pany posted large, bold-type notices reading as follows : 
TO OUR PATRONS 
The war has created a tremendous coal shortage. 
This aggravated by unprecedented weather makes it 
necessary to decrease service, eliminate heat and 
thereby conserve power. We hope shortly to resume 
normal operations. 

United Railways & Electric Company. 

President T. A- Cross announced a little after the middle 
of December that conditions had so far improved as to make 
possible the resumption of normal operations of the com- 
pany's service. 

Here is another case of a public utility getting desired re- 
sults by going at its problem in the proper way — laying it 
frankly before its employes and the general public. It is 
their problem just as much as it is the company's, for what 
affects the company for good or ill likewise affects its em- 
ployes and its patrons and it is a fortunate company that 
obtains the hearty co-operation of employes and patrons 
for the accomplishment of such a common purpose. It 
must be said for public utilities generally that they are set- 
ting up some fine records and examples in this mutual-in- 
terest method of doing business and especially in securing 
maximum efficiency and economy in behalf of the nation's 
welfare at this time. 



You cannot have a good utility with bad treatment. 



There are even some bad things one cannot afford to 
lose — a bad temper, for instance. 



"Jedge," said the colored witness, "I wish you'd please 
make that lawyer stop pesterin' me." 

"But he has a right to question you." 

"Dat may be, jedge, but Ise got a rattlin' in my head, en 
ef he worrv me much more, fust t'ing you know I'll up and 
tell de truth l^out dis matter !" 
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Chasing the Ambulance Chaser in 

Minnesota 



UNCLE SAM'S closer control of the railroads is ex- 
pected to knock out a soft thing for a group of Min- 
nesota lawyers, especially if the government approves 
the president's plan to guarantee net earnings. 

The soft thing is a most remunerative industry in the 
importation of non-resident personal injury lawsuits against 
railroads. Cases are solicited and brought from many states 
for trial in Minnesota. This entails enormous extra ex- 
pense to the railroads. It takes railroad employes as wit- 
nesses away from their work for indefinite periods and im- 
poses upon the railroads the necessity of paying, not only 
their wages while away, but their expenses as well. This, 
together, with the extra costs for attorneys' and physicians' 
fees, runs the railroad's bill away up into five figures by 
the end of the year. Indeed, one 'railroad complains that 
this sort of thing has put it to an additional expense of 
$100,000 in one year. Another road reports its legal de- 
partment expenses were thus increased $50,000 in one year. 
Other roads show similar bills of expense running from 
$25,000 to $50,000. 

Now, so long as the railroads were under private con- 
trol, the prey of anybody who took a notion to go after 
them, these impositions upon their strong boxes raised no 
particular objection from the "peepul." But it is the people 
now who will have to foot these unnecessary bills, incurred 
simply to enrich a few cunning shysters, if Uncle Sam un- 
derwrites the earnings of the railroads. So the question 
arises, will Uncle Sam see fit to put his John Hancock under 
this margin of graft? 

In the two years ending June i, 1914, some 340 cases ag- 
gregating claims of $6,358,000 were brought from a dozen 
states against more than a dozen railroads by about a dozen 
different Minnesota lawyers into that state for trial. Since 
that date approximately the same number of cases have 
thus been imported, regardless of the fact that after a news- 
paper exposure in June, 1914, spme of these legal sharks 
acknowledged their wrong and promised to go out of this 
kind of business. The cases since June, 1914, have mounted 
up in claims to close to $7,000,000. 

Every now and then plain fraud and frame-up enters 
into this litigation. An Iowa lawyer, who tried to emulate 
the Minnesota chaps, recently went to the Iowa peniten- 
tiary for seven years for framing a case. Just now a fel- 
low who pretended to be injured on the Minneapolis & St. 
Louis railroad is doing five years at Stillwater, Minn. The 
same fellow previously did time in Montana when caught 
in a similar deal by the Great Northern. It was the Min- 
neapolis & St. Louis which also trapped the Iowa lawyer. 
The majority of cases, however, are based on real injuries, 
though it is said that it is no uncommon thing for evidence 
to be conveniently shaped. 

Why are these cases taken to Minnesota? Can't litigants 
get justice in other states? Courts, reputable attorneys and 
the railroads answer, "yes." The reason the cases are 
dragged to Minnesota primarily is that these thrifty law- 
yers have found that they can drag them there and that 
they can get rich by it — some of them. Several elements 
combine to make the practice possible. First, Minnesota's 
laws against solicitating lawsuits are very weak. Courts 
have held recently that they are not strong enough to make 
invalid a contract for a case obtained solely by solicitation. 
Such a ruling was recently made in the district court of 
Hennepin county (Minneapolis) and the case is now on 



appeal to the supreme court of that state. If the supreme 
court sustains the ruling of the lower court, it puts the whole 
matter up to the legislature. If the higher court holds ad- 
versely, then disbarment proceedings against these shysters 
may be looked for, for it will mean that Minnesota's laws 
will warrant the attempt to put out of business attorneys 
who solicit their practice, as these fellows do. They main- 
tain "runners," laymen, who are paid salaries and commis- 
sions for getting cases and they bring cases from distant 
states, often against railroads having not a foot of track- 
age in Minnesota. They employ the most modem methods 
of solicitation and some that modern business ethics would 
not sanction. 

Whether the court's decision is that the law is inadequate 
or not, the Minnesota Bar Association, backed probably by 
an awakened public sentiment in the state, will renew a 
fight it made in vain in 191 5 before the legislature to 
strengthen the law. It is the intention to arouse the tax- 
payers of the state to the imposition on them, according to 
the Minneapolis Tribune, which has recently exposed the 
situation. For it costs them at least $100 a day for every 
day one of these imported cases is in their courts. This 
outside litigation also clogs the courts of that state, often 
shutting out litigation arising in Minnesota and belonging 
there. 

Another factor in favor of this sordid practice is that 
five-sixths of a jury may return a verdict in Minnesota. 
This is said to make it easier to land verdicts. Then the 
importing lawyers themselves say that both courts and juries 
are favorable in their state to the claimants as against the 
railroads. The courts resent this imputation. 

The leaders in this gang of lawyers have their own board- 
ing houses, where they maintain their clients while they 
are waiting for their cases to come to trial. These im- 
porters even foot their expenses and often with the under- 
standing on the part of the client that he will not have to 
repay this money. But invariably he does have to repay 
it. It comes out of what he gets in settlement with the com- 
pany. 

Despite the widely advertised claim of the lawyers that 
they always get larger damage settlements for their clients 
than they can get from the railroads, the contrary is very 
often the case. Many a man falls into the fangs of these 
legal sharks to his sorrow and financial injury. The law- 
yers take a case on the basis of a fee to them of one-third 
of what they get, but they often run this up to 50 per cent 
and more, according to the gullability of the victim. There 
is a case of record in which the client, a woman who had 
lost her husband, got a verdict of $12,000 and the lawyer 
grabbed all but $2,800 of this. 

The decent lawyers of Minnesota are up in arms against 
this rotten industry and the chances are that before they are 
through with it, together with the co-operation of the tax- 
payers in general, they will succeed in ending it. The shys- 
ters try to make it appear that it is only a fight on the part 
of jealous lawyers, but from a comprehensive investigation 
of the entire situation, it appears that it is a case of decent 
newspapers, led by the Minneapolis Tribune, and decent 
people generally rising up under the searchlight of pub- 
licity to smite a thing that is cursing their state. 

In the meantime, even the shysters themselves fear Uncle 
Sam may move in against them : either that he will stop the 
thing directly or stop it by applying the federal compensa- 
tion act to all railroad employes. 
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It*s the Same on Both Sides 

At a recent conference of the representatives of the 
Amalgamated Union of Street Car Employes in Toledo, 
Henry L. Doherty stated that until the Toledo Railways & 
Light Company was granted higher fares it would be im- 
possible to increase the wages of the men. One of the 
labor representatives protested that the men would not have 
signed the wage contract in 1916 had they foreseen condi- 
tions that exist today. To this Mr. Doherty replied as fol- 
lows : 

**That is largely true with us. Could we have foreseen 
in 1916 the conditions existing today we probably would 
have been careful about signing the contract. The unusual 
conditions existing today are hitting not only the Toledo 
car men, but every one else in every city and hamlet in this 
dountry.. 

"Everything that enters into the operation of the street 
car system has increased to a greater degree than living 
costs. In addition to that, the contract we made with your 
men provides a cent increase per hour each year. The next 
cent advance will come in April. So our labor, too, is cost- 
ing us more. 

*'But regardless of those conditions, regardless of the 
softening of the labor market and an increase in the number 
of idle men, we intend to live up to that contract. 

"We don't want to, raise fares now. We want tp do 
everything we can to prevent it. The fact of the matter is 
that you are simply working in' a cycle. If your men get 
n^ore money through fare increases, other things will go 
accordingly, and in the end you will be back asking a 
further increase for your men." 



Ellectric and Gas in 1917 

(Continued from page 42.) 

cial sources in the cities and towns to which they rendered 
service. In Minneapolis, Saint Paul, Denver, Pueblo, Los 
Angeles, San Diego, Salt Lake City, Omaha, Saint Louis. 
Oklahoma City, Baltimore, San Francisco, and many smaller 
places, corporations offered their stock to the public with 
most gratifying responses.' Millions of dollars were thus 
secured for important extensions, on terms fair both to the 
companies and the investors. 

Pioneers in this movement in 191 5 were the Northern 
States Power Company and other companies managed by 
H. M. Byllesby & Company, the Pacific Gas and Electric 
Company and the Baltimore Consolidated Gas, Electric 
Light and Power Company. Up to the summer of 191 7» 
the Byllesby interests had confined the plan to the Northern 
States Power Company and the San Diego Consolidated 
Gas & Electric Company, but in the latter part of the year 
they extended its operation to more than two-thirds of 
their properties, with the result that recent financing at 
Byllesby properties has aggregated not less than $2,500,000. 

Not only have the utilities created a new investment field 
for their customers and a new source of supplementary 
financing for themselves, but they have established a new 
kind of protection against political assaults of unquestioned 
value to the general investor in utility seturities. 

Following the national policies defined at Washington 
utility companies are restricting construction and capital 
investment to the closest limits. Only those additions and 
extensions absolutely necessary to the public and industry 
are countenanced. Business responding to this definition, 
however, will probably continue to force itself upon the utili- 
ties in 1918. 

The tests surmounted by the utilities in 1917, and their 
ability to obtain compensatory rates, indicate their power 
to maintain the stability for which they have been note- 
worthy. 



No More Street Car Strikes in Akron 

"It's an ill wind that blows nobody good." 

The strike some weeks ago of street car men in the em- 
ploy of the Northern Ohio Traction & Light Co. at Akron, 
O., resulted in an agreement between the company and its 
men to settle all disputes over v^ges and working conditions 
by arbitration — no more striking. 

The trainmen on the northern division of the line, in- 
cluding the city lines of Akron, went on strike for an ad- 
vance in wages. The men demanded an increase of 10 cents 
an hour — $1 per day — over the scale in vogue. Despite the 
fact that the existing agreement did not expire until May i, 
1 91 8, the men insisted upon the demands. Recognizing the 
fact that the cost of living had advanced to the point where 
the existing wages were insufficient. General Manager A. C. 
Blinn offered the trainmen an increase of 3 cents per hour 
until May i, 19 18, and a further increase of 2 cents per hour 
for the year succeeding. This offer was rejected, as was a 
later one for a 5 cent increase to begin November i and con- 
tinue until May i, 1919. 

The company did not try to run cars during the strike. 
The weather was mild and the public good-naturedly 
"hoofed" it or got around the best it could. Meantime the 
company got its side of the case before the public through 
the newspapers and the public saw that the company was 
anxious to do the square thing. This helped matters. Then 
Vice-President McMorrow and later President Mahon of 
the Amalgamated Association of Street Railway &nployes, 
was brought on by the strikers and upon their advice the 
men finally accepted the company's offer of a 5-cent an 
hour increase until May i, 1918. 



Supplement to Rate Schedule 

Further supplements to the schedule of rates of the 
Metropolitan Edison Company, of Reading, Pa., filed with 
the Public Service Commission at Harrisbiirg some weeks 
before, went into effect on Tuesday, January ist. 

These amendments provide for an increase of 15 per cent 
in all classes of service with the exception of house light- 
ing. The increase is intended to help meet the increased 
cost of manufacturing power resulting from the increased 
cost of labor, materials, supplies and operating expenses 
generally. It applies to all current furnished for power 
and commercial lighting in Reading and Lebanon, Pa., ter- 
ritories, residence lighting being the only class not aflfected. 

On December i6th the Metropolitan Edison Company 
put into effect other supplements to its tariff schedules, 
providing for an increasjC to power customers only, to be 
regulated by the prevailing prices of coal. This will ad- 
vance the price of current automatically with increases in 
the cost of coal over $3.50 per ton delivered. 



Soldier and Sailor Insurance 

The insurance offered by the United States Government 
to members of its military and naval forces has been called 
the most just and humane provision ever made by any 
nation for its soldiers and sailors. 

That its value and advantages are appreciated by the 
Army and Navy is proven by the extent to which it has been 
accepted. Secretary of the Treasury McAdoo officially 
announced on December 14 that 238,924 applications had 
already been received, representing $2,073,728,500 of insur- 
ance. 

The average amount for applicants is $8,679, which is 
very little less than the maximum of $10,000. The Ameri- 
can forces in France were prompt in availing themselves of 
the insurance, Gen. Pershing himself subscribing to the 
maximum of $10,000. 
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By 3iin BIyibe. 



MY FRIENDS, them people as live in the big cities 
makes me laugh sometimes/* observed Ben Rod- 
ney, who was getting to be quite a regular speaker 
at the monthly meetings of the club. 

"They raise all kinds o' Ned over the cost of their elec- 
tricity and gas and sech things and sometimes they accuse 
the men who are running these corporations of all kinds of 
deviltry. You'd think, to hear the fuss they raige, that these 
corporations was sitting up nights planning ways of rob- 
bing the people blind. I see . a big city paper recently 
throwed sixteen fits because the gas company fetched up 
with a claim that it oughter have higher rates. The paper 
said the gas company was trying fur to hold up the people. 
It called its request for higher rates a *grab.* Well, I 
thought, now if that don't beat the band. Here's the price 
of everything we buy a going up by leaps and bounds and 
they ain't no newspaper, as I see, out' with a club a trying 
to pound down any prices much but the price of these 
utilities. 

"I got a lot of figers issued by some high-muck-a-muck 
at Washington showing how the average family spends 
their money. According to these statistics they spend 45 
per cent of their outlay for food, 16 per cent for taxes, 14 
per cent for movies, 12 per cent for clothing, 7 per cent 
for miscellaneous and, taking electric service, gas, tele- 
phones, water, street car and railroad rides together the 
average family only spends 6 per cent of its total outlay for 
utilities. This 6 per cent is divided like this: for electric 
service 1.03 per cent, railroads 2 per cent, gas 1.08 per cent, 
water .21 per cent, telephones 1.2 per cent and street cars 
.42 per cent. 

"Now you kpow, gents, it kinder looks to me like some- 
body's trying to fool somebody when he goes and raises 
sech a howl about the cost of his utility when at most it 
can't cost nowhere near in proportion what everything else 
he buys costs. And more n that, the utility price ain't got 
a chance to go up lest the people says it can. So they ain't 
nothing to make such a holler about and I'm asking myselt 
if mebby some of these city fellows whats making all this 
fuss ain't got something up their sleeve in it all. Anyhow, 
with the government a saying that we gotta give the utilities 
a fair shake because they are among the most needed things 
right now and they ain't been getting the breaks, anyway, 
I'm here fur to say that these city chaps oughter get onto 
their jobs a little better and stop playing horse with this 
question." 



'1 feel, Mr. Chairman, that our friend has put the point 
very aptly," said the Hon. John Masterson Mclnnery. "If 
we are really in earnest in the matter of dealing with the 
utilities, then we will show it by treating them on their 
merits and not by trying to make politics out of them. Any 
well-informed man knows that utility rates must be com- 
mensurate with all other costs and that they have not been. 
But I am encouraged to find so many cities and so many 
state commissions authorizing increases in these rates.' As 
a matter of fact, utility rates are going up somewhere near 
what they ought to be and what they ought to have been 
a long while ago. 

"But another matter comes to my mind which I should 
like to give to this club. 

"Our city people, and often our smaller town people, do, 
indeed, strain at the gnat and swallow the camel a great 
deal, I think. For instance, they will work themselves into 
pitches of great excitement over some utility question, while 
banks are being robbed in broad daylight under the very 
noses of their public officials. Now, not to speak of the 
hazard and often the loss of life which bank robberies 
cause, they represent a tremendous waste of good money. 
I don't mean simply the funds stolen from the vaults of the 
banks, for in most cases this is all made up by the insur- 
ance companies ; what I refer to when I say great sums of 
money are wasted is the money paid by the taxpayers into 
their city coffers for efficient city administration. 

"I'm fartherest from even intimating, you know, that 
these robberies are the result of official connivance. That 
is not the point. What I'm saying is that the most vital 
concern of the taxpayers of any community is for efficient 
civic administration and that efficient administration and 
frequent daylight bank robberies do not go together. 

"Now, doesn't it strike you as passing strange that a 
people so alert and solicitous when it comes to the price of 
their gas or electricity or water or telephone or transporta- 
tion, can be so inert and so inactive when it comes to system- 
atic crime which puts both life and property directly in 
jeopardy? 

* * * 

"I believe I am putting my finger down on one of the 
tenderest spots in the civic anatomy. I believe the average 
taxpayer is too easily fooled. He lets himself be deceived, 
lets his attention be too often diverted from the main issue 
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and centered upon side issues. If he would*go to thinking 
more of what is really his paramount interest as a taxpayer 
and as a good citizen, namely; the worth of his money in 
efficient civic administration he would be better off. When 
he gets to the point where he will say to the city official, 
'here, now, while we want a fair deal from the gas company 
or the electric company or the water or street car or tele- 
phone company, let us first have a fair deal from you in 
the things which really count most.' 

"Daylight robberies, even night robberies of banks, may 
not go on in some cities or they may not constitute the sole 
or most serious charge of official shortcoming, but in the 



average city there is something, perhaps of less daring cha;r- 
acter, which dught to be done better than it is done. Citi- 
zens are not doing their full duty until they go to thinking 
out these things for themselves with discrimination and 
when they catch one of their public servants playing poli- 
tics, or horse, as our friend Rodney says, they ought to get 
after him. The trouble is that the utilities, existing by right 
of franchise, are too easily exposed to the machinations of 
politics and selfish designs of some politicians. If they 
were not, they would get the same kind of treatment that 
any other class of business gets and they ought to get it, 
of course, anyway." 



Jitneys Will Be Abolished in Winnipeg 

Their Destructive Effect is Finally Appreciated by City Board of G)ntrolt Which Will Act 



THE following article appeared as a "speciaF' in 
the Financial Post of Canada (Toronto) from 
Winnipeg, So far (W the meat of the article is 
concerned, the article may have come from any city on 
either side of the Dominion line where the jitney has 
been allowed to flourish. The results are very nearly 
the same in all. 

The striking thing about this article is that it shows 
that the very things which experience with the jitney 
has found out are the things against which honest fore- 
sight at the outset warned the public. 

I — Unrestricted operation of the jitney would dis- 
courage capital needed for development in every com- 
munity. 

2 — That instead of being a boon to labor, it was in 
reality a bane, 

3 — That it could not render adequate service, or serv- 
ice anywhere near commensurate with the disadvan- 
tages and hardships entailed to the ^ity. 

4 — Its operation must inevitably result in loss of 
revenue to the city. 

But it has taken experience to convince the public. 
The jitney like public ownership, appealed to a certain 
element always antagonistic to capital and the estab- 
lished order of things. It lent itself to the m^JLchinations 
of politics. It was played up as the "poor man's" vehi- 
cle. Its net result in the United States and Canada has 
been destructive. 
Here is the article: 

THERE is a feeling among the Winnipeg Board of 
Control members that the time is now opportune for 
taking drastic action against the jitney. Indeed, it 
was learned in municipal circles last week that steps are 
being taken to have the legislature at the coming session leg- 
islate toward the partial or complete suppression of the jit- 
neys in the city. 

The reasons for this action being determined on are nu- 
merous. The whole question has been revived afresh by 
"Dr. Adam Shortt's report in regard to the jitney service in 
Vancouver, where he shows that the running of the jitney 
has been a very detrimental factor as affecting the placing 
of British capital in that city. 

The city of Winnipeg is in crying need of increased reve- 
nue, and the operations of the jitney are diverting money 
from the city coffers. 

There are approximately 250 jitneys in Winnipeg. It is 
admitted that those vehicles must make at least $10 a day 
before they can pay. This would total $750,000 a year, 
which normally would go to the street railway. The street 
railway pays 5 per cent of its earnings to the city, so that 



the city stands to lose $37,500 a year through the street rail- 
way not getting this money. 

Labor Changes View 
This feeling on the part of the city has, however, not yet 
assumed any definite shape. Of late the attitude of the labor 
men in Winnipeg has undergone a complete volte face, the 
reason for this being that the labor men realize that the 
majority of those running jitneys are not labor men in the 
accepted sense, and it is claimed that they are not as a rule 
dependent on the jitney for their livelihood. In fact, the 
majority of the jitney drivers seem to be either of the for- 
eign element, or else are employes of property owners who 
have automobiles, and adopt this method of using them to 
good advantage during the week as revenue producers. The 
labor men realize that three years ago the jitney did pro- 
vide work for men who were unemployed, but that state of 
affairs has passed away, and the jitney is no longer one of 
the recognized means of livelihood. 

Service No Good 

Another fact which has tended to alienate the Winnipeg 
Board of Control from the jitney is that the jitney service 
has degenerated considerably during the past year. One 
of the leading arguments of the Winnipeg Street Railway 
has been that the jitney owners are free to stop running at 
will, and may turn in when the weather is inclement, where- 
as the street railway, on the other hand, has to operate its 
cars until the early hours of the morning, rain and shine, 
whether they carry passengers or not. When the Christmas 
rush was on it was noticed that the number of jitneys oper- 
ating in the city dropped to a minimum almost, and at a time 
when traffic was at its heaviest they were not available. It 
is also noticed that jitneys are not used by people in cold 
weather, but that they preferred a warm car to ride in, which 
goes to show that the public are suiting their own con- 
venience as to the vehicle they use, and the jitney man is 
suiting himself when he will carry the public. 

Another factor has helped to induce the city to change its 
attitude towards the street railway, and this is perhaps the 
strongest factor, viz., that a jitney service in Winnipeg 
means a loss of revenue to the city. It is stated by the of- 
ficials of the Winnipeg Electric Railway Co. that the city is 
losing $40,000 a year as their part of the revenue, and the 
city is not willing to sacrifice this sum in order to satisfy 
a few of the foreign element. They also realize to some 
extent that they have been acting unfairly to capital, and 
stories like the one told above are bringing the true facts 
home to them. 



That is a hot suggestion, about rubbing onions on the hair 
to preserve it. 
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Mabel Enlightens the Probe and Fix-it Club on Fares 



From Virginia Railway & Power Co. News, Richmond. 



44 ¥T 7 ELL, ladies, the minutes having been read well 
yy proceed, with business. Read the list of topics 
to be probed, Mrs. Startemoff." 

"The first subject on the list, Mrs. Ferrett and ladies of 
the club, is the matter of increased car fare, and then " 

"Hold on, Mrs. Secretary, we will dispose of that first, 
and get it off the list. I will ask each member to express 
her views on it. What do you think about it, Angelina ?" 

"Well, Mrs. Ferrett, I think the company ought to show 
us that they really need an increase, and then we can better 
decide." 

"What do you think of it, Mrs. Knockall?" 

"Why, Mrs. President, I think Miss Angelina is all out 
of order. Talk about the company NEEDING an increase? 
Why, it's preposterous! To think, if I had a flourishing 
business like theirs, I*d never ask anybody for anything. I 
move that we 'fix' them now and forget it." 

"Mrs. President, may I have the floor for a few min- 
utes?" 

"Yes, indeed, Mabel. You're next." 

"I'm glad I came this afternoon, Mrs. Ferrett, because 
I've thought about this matter a good deal, as I do not want 
to have the car fare increased a bit unless it is necessary, 
but we must abide by the rules of the club and do justice 
to all. I dare say Mrs. Knockall is talking on the surface, 
and has never given the subject a healthy thought." 

"Mrs. President, I'll not stand for such slander." 

"You have no complaint, Mrs. Knockall. Proceed Mabel." 

"As I was saying, ladies, by carefully studying the situa- 
tion, and seeing the company's own figures, I find that they 
are giving us $601.02 worth of extra service a day more 
than is required of them in their franchises. This extra 
service I find, costs them $189,372.30 a year, and when you 
add to that taxes and char^^es for wear and tear on the 
equipment in this extra service, it amounts to $250,350.92 a 
year. Now, Mrs. President, that's a whole lot of money, 
and they could save that by taking off that extra service, 
which they say they can no longer afford to give at the old 
fares because their expenses are going up at such a terrific 
rate, and that they must either reduce the service they are 
now giving, or increase their receipts. Now, the serious 
problem for us to consider is whether we want to do with- 
out the extra service, or raise our fares a trifle to help bear 
a part of the burden. I understand they will be satisfied 
with a straight five-cent fare. That would mean only five- 
sixths of a cent increase for most of us. Those riding be- 
fore 7 a. m. would of course have to give up their two and 
a half -cent tickets, but why shouldn't they? They are mak- 
ing a whole lot more money than the office and store clerks. 
School children would also have to give up their two and a 
half-cent tickets, and that may seem the hardest, but just 
think, they are getting a free education. I understand that 
in the course of a year the company gives over $10,000 in 
this way towards educating Richmond children, this amount 
representing the difference between the two and a half -cent 
tickets and what they would have gotten from six-for-a- 
quarter tickets. Of course, if they didn't pay taxes, we 
might suggest that they make that a donation towards edu- 
cation as a sort of a tax, but they pay taxes just like every- 
body else, and more too. Does it look right? I think our 
city will be away ahead of the others if we can keep our fare 
to five cent and free transfers. I took a trip up through 
New England last summer, and in most all the cities the 
fares were five, six and seven cents, and some of them 
charge for transfers. 



"Now Mrs. Knockall said something about the company's 
money never running out. For my part, I don't see how 
they ever collect enough nickels to pay dl their expenses. 
Just think of how many men they employ at better wages 
than many other cities. Look how the people "soak" them 
when they get hurt on the cars, even when the company is 
not to blame. You know it takes 20,000 nickels to make 
$1,000, and I read in the paper this morning where they 
had to pay a man $5,000 for hurting him, and the man was 
partly to blame. I think, Mrs. President, that these facts 
will give Mrs. Knockall something to think about, and will 
convince Miss Angelina that the company DOES NEED 
an increase in fare unless we are to do without some of the 
extra service they are giving us, and which is not required 
of them under their contract." 

"Mrs. President " 

"Yes, Mrs. Knockall." 

"As the subject seems to have some merit, I move that 
we adjourn, and discuss it further at our next meeting." 

"Very well, ladies, unless there is objection, we stand ad- 
journed." 



Indisputable 

Judge Anderson's ruling on the two cent fare law is one 
that has been anticipated for many years and which will 
probably be sustained by the United States supreme court. 
Indeed, its substance but conforms with the spirit of our 
public service commission law and is fundamentally right. 
If a railroad cannot make money on a two cent fare rate 
it is only proper that it should be allowed to charge a higher 
rate. The conclusion of the whole matter will protwibly 
be that the public service commission will handle railroad 
rates as it handles the rates of other public utilities, allow- 
ing a fair measure of profit and forbidding rates that are 
extortionate. This, of course, would mean a wide differ- 
ence in the passenger rates of the several Indiana roads, 
but in the long run the state would be the distinct bene- 
ficiary. For any law which forces business tp be carried 
on at a loss dwarfs development and serves as an effectual 
bar to progress. — Fort Wayne (Ind.) Ne^vs. 



Higher Rates to Meet Higher Fuel 

The Wisconsin Railroad Commission recently granted 
an increase in electric current rates to the Milwaukee Elec- 
tric Railway & Light Co., the Milwaukee Light, Heat & 
Traction Co. and the Wells Power Company in view of the 
increased cost of fuel. 



Davidson Heads Nebraska Section 

J. C. Davidson, vice-president of the Nebraska Power 

Company of Omaha, was elected president of the Nebraska 

. Section — National Electric Light Association at its annual 

meeting, which was held in Omaha. The other officers and 

the executive committeemen elected were: 

Vice President, T. H. Fritts, Central Power Company, 
Grand Island. 

Secretary and Treasurer, R. W. McGinnis, O'Neill Light 
and Creamery Company, O'Neill. 

Executive Committee : W. C. Ross, Gas & Electric Com- 
pany, Omaha, Nebr. ; J. E. Shuff, Lincoln Gas & Electric 
Company, Lincoln; O. J. Shaw, Lincoln Traction Com- 
pany, Lincoln; W. B. Roberts, Union Company, Omaha: 
A. C. Leflang, Lexington Light & Power Company, Lex- 
ington ; J. B. Harvey, Public Service Company, York. 
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ABOUT MUNICIPAL 
OWNERSHIP 



Volume of Public Ownership No 
Argument for Its Desirability 

G)mpari8on of Private Ownership in the United States with Public 

Abroad, if J^airly Made, Offers Nothing in Favor of the Propaganda 

Let the Facts Speak for Themselves 



THE extension of public ownership in 
Europe is patently offered as a reason 
for more wide-spread public owner- 
ship in the United States. The City Club 
of Los Angeles in. advocating municipal 
ownership of utilities in that place, takes 
the trouble to show that in Great Britain 
69 percent of the utilities are municipally- 
owned in fifty of the fifty-six largest cities 
and in Germany 93 percent, while in the 
fifty-six largest American cities only 33 
percent of the water, gas and electric sup- 
plies are munidpally-owned. Seven of 
these cities own their electric plants and 
one its gas plant. 

But what does that prove as to the merits 
of the question? Volume alone argues 
nothing for or against public or private 
ownership. What about the relative effi- 
ciency and economy and the effect upon 
development? Has public owneiship in 
Europe helped or hmdered progress and 
development? Has it given better service 
and greater economy and contributed more 
than America's private service to the com- 
fort, convenience and general welfare of 
the people, or not? Do our public owner- 
ship friends undertake to say that a man 
is better off in any European country than 
in the United States? How- has Great 
Britain's or German/s public ownership 
effected national growth and development, 
individual initiative and welfare as com- 
pared with America's private enterprise in 
its relations to these ? 

(Of course in any discussion of this sort 
pre-war conditions on both sides must be 
taken as the basis of consideration, fbr the 
abnormalities of war conditions could not 
possibly offer a fair basis on either side.) 
Prof. Hu^o Richard Meyer, in his 
book, Municipal Ownership in Great 
Britain, says : 

"After the British cities had par- 
alyged individual initiative and private 
adventure, they declined themselves to 
step in and fill the void created. There- 
fore the task of establishing success- 
fully the horse street railway industry, 
the telephone industry and the electric 
street railway industry was left to the 



United States, the only country which 
in the pregnant period from 1870 to 
1900 granted to public service com- 
panies charters that were sufficiently 
liberal to induce such companies to as- 
sume the great risks and losses which 
are unavoidably incident to the estab- 
lishment and the subsequent develop- 
ment of new industries. Had the 
United States pursued the policy of the 
rest of the world, the electric light, the 
telephone and the electric street rail- 
way today would he, not accomplished 
facts, but tentative experiments. The 
English and the German municipalities 
contributed nothing to the development 
of those industries, but purchased them 
'ready-made' from the united States." 

First the Telephones 

Take first in the matter of telephones 
and see what public ownership in Europe 
and private ownership in America have 
done in development and orogrress, in mod- 
ernizing life. The United States comprises 
about 6 percent of the world's population. 
It comprises 65 percent of all the tele- 
phones of the world. As for service, there 
is no comparison between the superiority 
of American telephones and the inferiority 
of any other telephones anywhere. In the 
great government-ownership land of New 
Zealand, which is generally held up by our 
friends as the paradise of their propa- 
ganda, 8.3 percent of all telephones give 
continuous service; 17 percent operate 
from thirteen to eighteen hours a day, not 
opening before 6 a. m. or continuing later 
than midnight; 15 percent give service 
from 6 a. m. to 8 p. m., nearly 9 percent 
from 9 a. m. to 5 p. m., with one-half to 
two hours evening service: 51 percent from 
9 a. m. to 5 p. m.; on Sundays and holi- 
days 82 percent of New Zealand's tele- 
phones are out of service entirely. 

How would Americans like that? 

The advantage of telephone service de- 
pends primarily on the extent of it. In 
the United States, under private owner- 
ship, initiative and enterprise, there are 9.1 
telephones to every 100 persons: in Ger- 
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many 1.9, in Great Britain 1.6. Averaging 
a certain annual telephone charge under 
government ownership in five leading 
European nations, including Great Britain 
and Germany, the rate is $29.58 as com- 
pared with a similar average charge by 
the Bell system in the United States of 
|30.58. But remember that wages in those 
foreign countries were 250 percent less 
than iii tlie United States when these com- 
parisons were made. This, of course, 
means private rates in the United States 
were incomparably lower than public rates 
in Europe. 

It seems superfluous to compare service 
here and abroad. Telephone service in 
Europe simply does not compare with tele- 
phone service in America, as all know who 
are informed. Yves Guyot, former min- 
ister of public yrorks in France, relates 
this experience: 

"In 1905, on returning from the United 
States, I found again in Pans all the 
charms of the telephone. I rang, but it 
was only at the end of one or two minutes 
that the operator answered. I heard calls, 
other numbers, conversations ; and I waited 
until they were good enough to say, 'They 
don't answer,' — referring to houses where 
employes are stationed at the telephone 
permanently— or else the refrain. Tine is 
busy,' which, of course, cannot be verified 
until later on." 

M. Guyot then tells how he attempted 
to get connection with headquarters to 
register a protest and was finally told to 
"Come and see the Gutenberg exchange." 
He said he went and spoke of the United 
States, "where in New York, even in the 
busiest hours, all connections are made al- 
most instantaneously." 

This provoked the administration official 
to exclaim: "What do you expect? Those 
are private companies." 

In London the government telephone 
service became so wretchedly bad that a 
deputation from the Chamber of Com- 
merce waited on the Rt Hon. Herbert 
Samuel, M. P., postmaster general, witli 
protests and pleas for relief. In the course 
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of the conference Mr. Faithful Begg, one 
of the deputation, said: 

"I do not think anyone who visited the 
United States would say that the trunk 
service here (in England) could be com- 
pared with the trunk service over there." 

Mr. Stanley Machin, another member of 
the deputation, mentioning "a little prac- 
tical experience which as a manufacturer 
I have had during the last twelve months," 
observed that while a trunk line delay of a 
few minutes in the United States becomes 
a matter of inquiry, in England, ''It is quite 
possible for traders to wait twenty minutes, 
half an hour and often much longer for a 
possible reply to a call." 

Herr Haberland, a deputy, said in the 
German Reichstag, speaking of conditions 
in Germany: 

"Our business life and trade suffer con- 
siderablv on account of this lack of tele- 
phone facilities which exists, not only be- 
tween Dusseldorf and Berlin, and between 
Berlin and the west, but also between 
other cities, such as Strassburg, Antwerp, 
etc." 

If public ownership cannot be made 
effective in autocratic Germany, where the 
government, if it wishes, can make a man 
jump through a keyhole, it cannot hope to 
accomplish much in America, or anywhere 
else. 

Americans simply would not tolerate the 
kind of service government ownership pro- 
vides abroad at any price. If it be said 
even public ownership in the United States 
would not be so bad as that, isn't it fair to 
ask why, then, cite public ownership 
abroad as sL reason for discarding private 
ownership here? 

As for telephones, while the City Club 
of Los Angeles has not as yet gone after 
them with its municipal ownership net, it 
might be interesting for it to note, as an- 
other suggestion of the relative value in 
developing public ownership and private 
ownership, that Los Angeles has more 
telephones than the whole empire of Aus- 
tria. 

Germany's Public and Private Sys- 
tems. 

Municipal ownership found its chief 
center in Frank f or t-on-Main, Germany. 
Viewing conditions there before the war 
we find the city owned and operated its 
water works, electric light and street rail- 
ways, gas .(in suburbs) city garden and 
nurseries, forests, vineyard, bath, pawn- 
shops, savings bank with twelve branches, 
intelligence office, workmen's dwelling, 
cattle yard and slaughter houses, harbors 
and warehouses. In addition, it had charge 
of interments, subsidized a city theater and 
opera house and owned its exposition hall. 
It was engaged in the real estate busi- 
ness to the extent of buying land and 
leasing it for building purposes, supplying 
as hij?h as 75 percent of the cost of con- 
struction in cash. So great was its realty 
holdings that the city finally acquired 3,- 
250 acres or 21 percent of its corporate 
area, in addition to its city forests. As 
far back as 1909 Frankfort controlled prop- 
erty worth $26,500,000. 

From 1900 to 1912, a period of great 
public ownership development, Frankfort's 
taxes more than doubled. That was the 
first general effect to the taxpayer. Cer- 
tain of the cit> -owned utilities in 1911 
from official records showed a deficit in 
their operating cost alone of $133,204, to 
say nothing of fixed charges. In 1911 



Frankfort reported a gain of $783,972 on 
its city electrical plants, two of them. 
This "gain" was more than wiped out the 
next year for depreciation that had to be 
cared for. The books showed that not a 
penny had been spent for depreciation on 
one plant for three years, on another for 
four. 

The municipal electric rate in Frankfort 
was 12% cents per kilowatt as compared 
with 9% charged by Berlin's privately- 
owned electric plant. Berlin's privately- 
owned electric plant in 1911 not only paid 
its operating cost and all proper charges, 
set aside reserves and a pension fund, but 
also turned into the city treasury for the 
year the sum of $1,964,968 under its fran- 
, cnise reouirements. 

The Tramway Illusion. 

Frankfort's tramways may be considered 
its most nearly paying municipal enter- 
prise. The analysis shows, however, that 
they are of very doubtful advantage. The 
city took over the tramways in 1900. From 
then till 1911 the total capital expenditure 
on account of the tramways was $5,040,489. 
Of this enormous sum only $647,356 had as 
late as 1911 been paid up. But the tram- 
ways showed an operation surplus of $907,- 
944 in 1911, from which a good deal was 
paid on the old debt, for interest, renewals, 
street paving and pensions. This enter- 
prise was called self-supporting. 

But the analysis, of course, cannot end 
here. Does the city derive a net benefit 
from its municipal tramways over what it 
would derive were they privately -owned 
and operated? That is the crux of the 
question. The tramways had contributed 
$23,870 or 5.7 cents per capita of population 
toward the city's taxes. But what did the 
city lose in taxes, franchise fees and per- 
centage receipts by exchanging private for 
public ownership ? With private ownership, 
of course, the city does not invest a penny, 
or take any commercial risks. The city 
has forfeited all these revenues and in ad- 
dition must each year pay to the former 
owners of the tramways a proportionate 
sum to apply on the cost price. In 1911 
that annual installment came to $81,718. 
Contrast that with the pitiful little $23,870 
the trams produced in taxes. Then imagine 
another contrast between the aggregate 
revenues a private company would have 
paid the city in taxes, franchise fees and 
percentages with any other balance or 
benefit derived from municipal ownership. 

Go back, for example, to the almost $2,- 
OOO.OOi) turned over as "'elvet to the city by 
the nrivately-owned and operated Berlin 
electric plants. 

Frankfort's tramway proposition would 
sum itself up thus: The city paid $5,040,489 
for the privilege of owning and operating 
its trams. It pays each year a large sum in 
addition to the former owners. It forfeits 
annually the revenues in taxes, franchise 
fees and percentages formerly derived 
from the private company. 

Another Berlin Comparison. 

Berlin's street railways were under pri- 
vate ownership and operation. In 1911 they 
had an operating surplus of $4,972,000. Out 
of this they paid for interest on bonds, re- 
demption of debt, renewals, employers' lia- 
bility fund, dividends and turned over to 
the city $741,976 from operating expenses, 
$344,803 as a franchise tax (for only one 
year) and $90,719 in percentages, making a 
total contribution to the city's strong box 
of $1,770,498, after paying ail other obliga- 
tions. This meant that the privately-owned 
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Berlin street railways in 1911 (an average 
year) paid into the city treasury 57 cents 
per capita of Berlin's population. That was 
precisely ten times as much as the municipal 
tramways of Frankfort paid per capita. Or, 
in other words, the privaxe lines of Berlin, 
which is almost five times as large as 
Frankfort, paid to the city nearly fifty 
times as much as the municipal lines of 
Frankfort paid to the city. 

And all this the citizens of Berlin get 
without the investment of one penny of 
their own money, as comoared with Frank- 
fort's initial investment of $5,040,489, plus 
recurring obligations. 

If the municipal trams of Frankfort, 
as a matter of fact, produced the same 
proportionate income to the city as the 
private lines of Berlin produce, there 
still would be the great disparity against 
municipal ownership of the city's invest- 
ment. 

In the first place, it is begging the ques- 
tion to cite what public ownership has 
accomplished in European countries as 
evidence to show that it ought to be 
adopted in the United States, for condi- 
tions on the two sides of the sea are not 
to be compared. Certainly if public own- 
ership could be made sound and safe 
anywhere, it ought to be in Germany and 
yet the records show that even there it is 
surpassed by private ownership. 

The Crux of the Comparison. 

The Los Angeles City Club emphasizes 
the point that leading British cities own 
88 percent of the electric plants, while 
American cities own but 12.5 percent. 

In other words British cities are going 
on the assumption that so-called public 
utilities differ essentially from ordinary 
trading and manufacturing ventures, and, 
as Prof. Meyer recites, "that they should 
be subjected to special limitations and 
special taxation designed to secure to the 
public at large a share in their profits." 
This "doctrine," continues Prof. Meyer, 
"has permanently paralyzed every public 
service industry to which it has been ap- 
plied." Then he adds, significantly, what 
our propaganda friends would never point 
out: 

"A number of the leading statesmen of 
Great Britain have come fully to realize 
that fact, but they have learned at the 
same time that it is extremely difficult 
for governments to reverse their steps." 

Here is a clincher for our friends in 
this country, especially at this time, to 
remember, as further quoted from Prof. 
Meyer's illununating book: 

"In the mftlntime, comparison of our 
experience under the policy of the mini- 
mum of governmental intervention — the 
priceless heritage bequeathed to us by our 
forefathers— with the experience of Great 
Britain under the policy of the maximum 
of intervention, shows us that we have 
no ills that call for the heroic remedy of 
treating the public service industries as 
industries differing in any way from ordi- 
nary trading and manufacturing ventures. 
We have more street railway facilities, 
electric lighting facilities, and telephone 
facilities than have our British cousins; 
and we make more use of our ample fa- 
cilities than our British cousins make of 
their restricted facilities. This shows that 
the prices charged to us by our companies 
under the stimulus of an enlightened self- 
interest are better adapted to our purses, 
than are the prices charged our British 
cousins by their city fathers/* 
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Kansas City Journal Says Municipal Electric Plant 
on the Kansas Side Is Now a "Demon- 
strated Failure" 

This Is the Plant Which Has Been Held Up in That 
Section as One of the Big Models of Municipal 
Ownership Success for a Period of Several Years. 



THIS very interesting bit of informa- 
tion recently appeared in the columns 
of the Kansas City (Mo.) Journal. 
Interesting though it is, it conveys nothing 
new to those who have kept up with the 
course of events in Kansas City, Kansas, 
for the last few years: 

"The municipally owned and operated 
electric light plant in Kansas City, Kansas, 
is now a demonstrated failure. It has 
broken down, and all of the boastful 
claims for its "efficiency" are seen to have 
been absurd. Those in charge of this 
utility are clamoring for more funds. 
They have been doing so ever since the 
plant was established, but issuing bonds 
has become a tiresome procedure in 
Kansas City, Kansas. And it is also stated 
that there is no market for such bonds 
as remain to be sold. This is an em- 
barrassing state of things for the munici- 
pal ownership faddists on the Missouri 
side of the state line, who have been 
pointing proudly to the Kansas plant as a 
sample of successful municipal business. 
Yet its securities are going begging in the 
market at a time when other bonds are in 
good demand. , 

"Of course, those who were familiar 
with the many fiascos of municipal own- 
ership knew all the time that the claims 
of success for the Kansas City, Kansas, 
plant were not well founded. It is tme 
that the plant managed for a time to make 
a show of success. Low rates were estab- 
lished, but they were so low that they did 
not permit of extensions and repairs and 
provision for emergencies. Indeed the 
rates* were so low that probably they 
did not pay the legitimate running ex- 
penses of the plant. And the service even 



when at its best was not satisfactory to 
the consumers of electricity, many of 
whom would have gladly paid a fair rate 
for current reliably furnished. 

"The collapse of the Kansas City, 
Kansas, municipal light plant seriously 
discredits all of the local arguments in. 
favor of municipal ownership. A plant 
that could not be successful with tlie 
bolstering aid of bond issues is worse 
than a failure. Those consumers who 
were exultant over the low rate for cur- 
rent will have to revise their estimates of 
municipal ownership efficiency, and in all 
probability the taxpayers who have sup- 
plied the money for this unfortunate ex- 
periment will be lucky if they can get off 
without losing much more. 

"The Kansas City, Kansas, failure is 
added to the long series of municipal own- 
ership wrecks that strew ihe country from 
one end to the other. In the face of this 
striking new proof of the unsoundness of 
their theories, right here at home, there 
are still short-sighted faddists who con- 
tinue to extoll the doctrine of municipal 
owneiship as if nothing had happened." 

Inevitable Result. 

Two years ago this magazine published 
the results of a careful investigation of 
this plant, whose chief value has always 
been of a political character. It was any- 
thing than a paying or economical condi- 
tion the investigation disclosed. The loss 
for 1915 ran around $60,000. The plant's 
full interest charge for the year was $43,- 
335, of which it paid from earnings $o2,- 
937. Its sinking fund charge was $38,520, 
of which it paid from earnings $24,500. 



Its depreciation charge should have been 
about $38,520, for which it set aside from 
earnings nothing. On the basis of the 
regular tax rate, the plant displaced $18,- 
393 in taxes and paid nothing. 

The plant's rates were too low and the 
cost of political management too high to 
produce economic results. Not only did 
the investigation show that the plant 
evaded a good part of its fixed charges, 
which the general taxpayers had to make 
up, but it also showed that the plant was 
disregarding a state law, enacted by the 
Kansas legislature of 1915. It was an 
amendment of an old law and incorporated 
in Chapter 103 of the "Laws of 1915, 
providing that in municipal ownership the 
city shall fix such rates for electricity as 
wiil secure an income sufficient to pay 
maintenance and operating expenses, all 
miscellaneous expenses, interest, maintain 
a sinking fund of 'not less than 4 percent 
per annum on the gross indebtedness," and 
"to cover the cost of all repairs, renewals 
and betterments of the plant and all ina- 
terial used and to cover the depreciation 
of the plant." 

The city's own records showed that 
these provisions were not being met by 
the plant. 

Another very important point is the effect 
in boosting taxation. Agitation for this 
plant, or what might be called the city's mu- < 
nicipal ownership era, embracing the elec- 
tric and water plants, dates back to 1908. At 
that time the rate of taxation was $1.50 per 
$100. It is now about $2.20 per $100. 
While the plants represent large sums of 
taxation displaced, they have not paid 
anything to make up for the taxes they 
wiped off the tax books. 



Bankers Oppose Government Ownership o| Railroads 



WITH the country having to rely 
so largely upon the wisdom and 
resources of its big men of affairs, 
its bankers and other leaders of finance 
and industry, as well as every man in the 
ranks of life, it is time to give serious heed 
to what these big men say. On the matter 
of government ownership of railroads their 
judgment is worth regarding. It must be 
understood that the prosperity of big busi- 
ness and little business is mutually related, 
so that these men of affairs are not going 
to do things which would not in their judg- 
ment be the best for the entire country. 

Here are a few judgments of leading 
Chicago bankers on the government own- 
ership proposition: 

James B. Forgan, chairman board of di- 
rectors, First National Bank: "Govern- 
ment operation should come only as a last 
resort. Management of the war is suffi- 
cient for the Government without adding 
the huge task of managing transportation, 
and I nope the alternative plan of aiding 



the railroads will be adopted by Congress. 
I fear Government operation would block- 
ade business, rather than help it Grant- 
ing of the suggested increase in rates, gov- 
ernment loans and suspension of anti-trust 
laws to permit pooling of the railroads 
would work out infinitely better, I believe, 
than government ownership." 

Arthur Reynolds, vice-president of the 
C/^ntinental & Commercial National Bank: 
"The alternative proposition of increased 
rates, government loans and suspension of 
anti-trust laws to permit pooling of the 
railroads seems to me to be the best. I 
believe the Government has all it can tend 
to during the war and that to take over the 
railroads would be a seriotis mistake. The 
railroads must have money to meet in- 
creased operating and maintenance costs, 
and a government loan would remove them 
from the position of competing with the 
Gov*»rnment for money in the present 
market." 

David R. Forgan, president National 
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City Bank: "I am against government 
ownership of railroads and believe the 
Government should make them loans, grant 
increases in rates and leave them to them- 
selves. There should be the fullest co-op- 
eration between the railroads and the Gov- 
ernment, and if those things I favor arc 
done real results will be accomplished." 

A. W. Harris, president of the Harris 
Trust & Savings Bank : "To take over the 
railroads would complicate matters for a 
government with its hand already full with 
the vigorous prosecution of the war. 
Therefore, I favor the second proposition. 
Experienced experts are operating our 
railroads and Congress could provide them 
with the means by which they may oper- 
ate a unified transportation system to the 
best possible advantage of the country. If 
the Government took over the roads the 
same men would continue to run them, be- 
cause their places cannot be filled. The 
result would be more red tape and more 
blockade." 
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Postal Employes Appeal to the Public for 
Adequate Pay, Which Draws a Fine Contrast 



THE following appeal to the people, 
made, signed and published by "The 
Postal Employes of Geveland, Ohio/' 
ought to make very interesting reading 
for those who may be thinking about 
government ownership of railroads, tele- 
phones and telegraphs, especially if they 
are employes of any of these companies: 
POSTAL EMPLOYES APPEAL 

TO PUBLIC. 
To the Public: 

The POSTAL WORKERS, Letter 
Carriers and POSTOFFICE Clerks, 
who are emploved in the Nation's 
largest industry, the POSTOFFICE, 
are forced as a last resort to appeal 
for justice to their real employer, the 
public, after all other honest efforts 
have failed. 

DO YOU KNOW: 

That, contrary to the general belief, 
the postal employe receives no pension ? 

That, the postal employes have re- 
ceived but one increase in wages in 
forty years? 

That, that only increase was 
granted in 1907, when the dollar 
would go twice as far as it does today? 

That, the minimum wage scale is 
$2.22 per day, 27%c per hour? 

That, the maximum wage is $3.S3 
per day, 41%c per hour? 

That, postal employes lose their time 
while off duty in case of illness? 

That, it takes on an average of nine 
years' service to attain the maximum 
wage? 

That, it requires an act of Congress 
to make readjustments in the wage 
scale ? 

That, Congress in its last session 
jrranted all government employes EX- 
CEPT those employed in the Post- 
office Department an increase in 
wages? 

That, in all other lines of employ- 
ment wages have been increased from 
time to time (and in most instances 
voluntarily on the part of the em- 
ployer) to meet the ever-increasing 
cost of living, until conditions in the 
Postal Service do not compare favor- 
alby with conditions elsewhere? 

That, ordinary unskilled labor in 
Geveland is receiving 45c per hour, 
while the postal employe receives from 
27^c to 41c? 

That, the Letter Carrier serves as a 
substji tulle on an average of three 
years before becoming a regular car- 
rier, earning on an average of less 
tlian $2.00 per day during this period ? 

That, he must purchase his own uni- 
form, which has advanced in price 
fully 50% in the last ten years? 

That, the Postoffice Gerk must 
memorize and master difficult distri- 
bution schemes, from three to five 
thousand facts must be borne in mind 
continually and constantly ? 

That, this is absolutely necessary 
in order to facilitate the rapid di.*- 
patch and delivery of mail matter? 



That, this study necessitates as much 
concentration as most professions? 

That, there is no compensation for 
this particular study, which must be 
be done at home? 

That, more than 0%% of the Clerks' 
labor is performed after 6:00 P. M., 
and the greater portion of that is per- 
formed after • midnight; for which 
they receive no more- pay than for 
day work? 

That, the British postal service has 
long recognized 7 hours night work 
as equivalent to 8 hours day work? 

That, this night work necessitates 
the sacrifice of all social life with his 
family and friends, which he values as 



highly as anyone ? 



That, frequent overtime is paid for 
at the regular hourly wage? 

That, on the whole this calling is 
more or less peculiar insofar as the 
knowledge one gains after years of 
service is absolutely useless in any 
other line of business; when one has 
served faithfully anywhere from ten 
to forty years, one has unfitted him- 
self for almost any other pursuit? 

Do you desire to assist the postal 
employes in their efforts to get an in- 
crease in wages and bettering their 
working conditions, thereby partially 
relieving them of the ever-increasing 
burden of debt, unrest and dissatisfac- 
tion, preventing the deterioration of 
the postal service caused by resigna- 
tions of experienced men who are 
forced to seek more remunerative em- 
ployment, and filling these vacancies 
with inexperienced help? 

The Postoffice Department is not 
only being operated on a paying basis 
but for the year 1916 showed a net sur- 
plus of $5,827,236.07, and this year will 
shoW a much greater surplus. 

Again we appeal to VOU, our em- 
ployer, to see that justice is done your 
most faithful class of servants. If you 
think our cause is a just one, help us 
by writing to your Congressman ana 
the two U. S. Senators from Ohio, de- 
manding that we be given an imme- 
diate increase of at least 25% to meet 
existing conditions. 

Do this TODAY, lest you forget. 
(Signed) THE POSTAL EMPLOYES 

OF CLEVELAND, OHIO. 

Something to Think About 

There is one statement in this petition 
which may well be questioned. ' That is 
the statement that the postoffice depart- 
ment is operating on a paving basis and 
that il showed a net profit of $5,827,236 
in 1916. This statement overlooks the 
fact that the postoffice department main- 
tains no capital account; that the hun- 
dreds of millions of dollars expended in' 
the construction of its buildings all over 
the country come from the general fund 
on congressional appropriations and not 
from any earnings of the postoffice. If 
they came from the latter there would 
be a very different showing. But, of 
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course, this statement as to "profits" is 
but a part of the current belief, since 
it has always been the custom to make a 
"showing" of profits for the postal system. 

But how does this appeal strike, for in- 
stance, those railroad men who, through 
their four Brotherhood leaders, sent the 
government to its knees in August, 1916, 
while their demands for wage increases 
aggregating $60,000,000 were granted 
through the Adamson law? It was not 
necessary for these 400,000 employes of 
these privately-owned railroads to carry 
their case to the people. All they had to 
do was to send tfieir four official repre- 
sentatives to Washington with time 
watches on the eve of an election. They . 
got exactly what they demanded, and 
what they demanded, together with what 
they are now demanding, am<$tmts to al- 
most as much as what these postal em- 
ployes are getting. 

It is quite beside the point to say that 
it took government intervention to get the 
full demands of the railroad workers. 
The fact remains that i)rivate business 
publicly regulated grants increases to its 
employes, while the employes of the gov- 
ernment are thus put to the doubtful ex- 
tremity of appealing to the public at large 
for relief. 

While the employes of the railroads 
were getting advanced wages, so were 
the employes of the telephone and tele- 
graph companies as well as labor generally 
throughout the country, especially labor 
employed by all public utility companies. 
The difference seems to be that the power 
of organized labor counts with private 
industry and does not count so much with 
public employment. It is an amazing fact 
that with the general rise in the scale of 
all wages, only the pay of these govern- 
ment employes should have remained sta- 
tionary all these years and wholly incom- 
mensurate with the rising cost of living. 

Organized labor has been one of the 
great forces in the social uplift of the 
masses. It has helped to bring about a 
better standard of living as well as a 
higher type of workman. There is one 
power at the command of organized labor 
which it refuses to lay down. That is 
the power to work or not, in other words, 
^he power to strike. Organized labor 
goes on the theory that its right to strike 
is fundamental and that without that 
right labor would be at the mercy of cir- 
cumstances, even though it may believe 
in and do what it can to foster the prin- 
ciple of arbitration. 

Postal employes as a rule are a high 
class of men, and it goes without saying 
that they would be on a higher scale of 
pay if they were the employes of a pri- 
vate industry. No one, of course, is argu- 
ing for private ownership of the postal 
system. The only point is that, as the 
facts show, the railroad, telephone and 
telegraph employe enjoys certain obvious 
advantages over the employe of the postal 
system which is due neither to the dif- ' 
ference in the characters of the men nor 
their work. 
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City Management of Utilities Means Proper Co- 
operation, Not Municipal Ownership, Says 
H. M. Waite of Dayton 



HM. WAITE, city manager of 
Dayton, Ohio, has said some- 
• thing on the subject of public 
utilities, their part in developing the 
community, the community's dependence 
upon them and its proper attitude toward 
them. Every word of it is wortli careful 
thought. Mr. Waite discusses the ques- 
tion impartially and broadly, not as a 
politician seeking an issue. He speaks in 
behalf of the taxpayer with consideration 
for the investor. He therefore, does not 
regard city management as municipal 
ownership nor municipal ownership as the 
solution of the problem. He emphasizes 
the importance to the community of 
enabling the utility tlirough friendly co- 
operation to earn a sufficient return on 
investment to keep up with the demands 
of the community's progress and develop- 
ment. Here is what he says: 

"Undoubtedly many have the idea that 
city management means municipal owner- 
ship. There is just one thing in which 
communities are interested jointly with 
utilities, and that is service. By this I 
mean, broadly, everything that service im- 
plies, gives and requires — proper service 
to the community and a fair return to the 
utility on a fair valuation. Public own- 
ership of utilities is a long way off, though 
it may ultimately be the answer. Our mu- 
nicipal governments are too uncertain yet 
to think seriously of municipal ownership, 
granting that you must have co-operation 
between the municipality and its utilities. 

"Cities all over the United States are 
spending a great deal of money in laying 
out a program for everything but utility 
service. Money is being spent on sewers, 
water and streets, but how many cities 
are spending money on future service 



from their utilities? If your utilities 
have iiot a sufficient return to give service, 
the community suffers. If your transpor- 
tation utilities cannot automatically ex- 
pand to meet the transportation of your 
community, your community suffers. 

"Financially today the utilities are 
struggling. It isn't a question of war 
times— their securities started to shrink 
long before war was mentioned. What is 
the trouble ? What is the answer ? Is there 
co-operation between the municipality and 
the utility? There seems to be a feeling 
of antagonism toward public utilities. Is 
it because the utility is not giving the ser- 
vice that the public demands or thinks it 
needs? Does the public know what ser- 
vice it does need? Those two questions 
absolutely demand investigation. As long 
as this public antagonism exists th&re is a 
corresponding shrinking of securities, and 
naturally there follows a shrinkage in the 
service rendered by the utility. 

"Everything points to the necessity of 
co-operation between the utility and the 
people. 

"Having followed this line of thought 
in Dayton, we went to the transportation 
utilities artd asked: Where are you head- 
ing? They do not know. The operating 
man has not time to think as to the fu- 
ture of his property ten to twenty years 
hence, but he knows that he i* being 
pinched now. The city employed a man 
to ^o over the properties and make a pre- 
liminary report as to where they were 
heading. 

"You never can get co-operative feeling 
between the public and the utilities with 
intermediate franchise. You cannot create 
an interest in the public mind in any util- 
ity if the public has not a direct interest 



in that utility. I believe that the answer 
is going to be, and very quickly, an aban- 
donment of these franchises, giving di- 
rect to the public a direct benefit, and it 
will mean a laying out in our communities 
of a liberal, fair program of expanse to 
meet the requirements of service. 

"If your utilities cannot expand auto- 
matically, freely, fairly and economically 
to meet the demands of your community, 
your community suffers, so, therefore, I 
believe that it will result in thorough in- 
vestigations and thorough agreements be- 
tween municipalities and their utilities, 
with a determined franchise, with a fair 
valuation of the property and fair fluc- 
tuations in the cost of service to meet 
the requirements of the time, with a cer- 
tain return to the city of all over a cer- 
tain fair return on a fair valuation." 



Chicago's Municipal Pier a Loeer 

Frank I. Bennett, commissioner of pub- 
lic works of Chicago, is quoted by the 
Chicago newspapers as saying that the 
Chicago municipal pier is a "financial bur- 
den to the city." The pier never has been 
a paying proposition, but of course, war 
conditions have added to its ineconomy. 



Turn Down M. O. 

The taxpayers of Eaton Rapids (Mich.) 
have finally decided that they will not pur- 
chase the Smithville water power for a 
municipal lighting and power plant. The 
proposition has been submitted twice. Both 
times there was a small majority, but it 
required a three-fifths vote to make the 
proposition stick. 



Cities Could Save Trouble by Honest Investigation 



MANY a city would be saved costly 
blunders in plunging into municipal 
ownership if before it leaps it would 
look into the actual conditions soberly and 
honestly through the eyes of experts not 
financially or politically concerned with the 
fortunes of municipal ownership. It is due 
to the taxpayers; of every community con- 
templating municipal ownership that such a 
preliminary survev be made. The word of 
.a self-seeking promoter, a man whose busi- 
ness it is to project municipal ownership, is 
not the best word for the taxpayer, whose 
only concern should be the maximum ef- 
ficiency and economy of the enterprise. 

Recently a western city, where a mu- 
nicipal electric plant was being agitated, was 
told by promoters that it could save 17 per 
cent over what it was paying for service 
from the privately-owned corporation if it 
would install a plant of its own. Such a 
statement as that could only come from one 
who expected, personally, to profit from 



municipal ownership. It would not come 
from a disinterested engineer, who would 
be sure to figiu-e in the element of the cost 
of political operation, along with every 
other actual charge and contingency. 

An interesting situation in this connec- 
tion has arisen m Canada. It is presented 
in the following terms by the Financial 
Post of Canada: 

The Hamilton Commission and the 

Hydro Projects 

"It has been the argument of the 
Financial Post against the Hydro-Electric 
projects of Sir Adam Beck that not only 
does public ownership foreshadow ineffi- 
ciency and waste which will eventually re- 
flect upon the ratepayer in heavier tax bur- 
dens — even though the direct charges may 
be maintained at a low level — but that the 
pi-ojects themselves are fundamentally un- " 
sound from the business standpoint; that 
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they reveal under analysis a lack of under- 
standing of financial and industrial condi- 
tions and an absence of foresight as to the 
future. Emphatic and conclusive evidence 
of the soundness of this argument has re- 
cently been given. The Hydro-Electric 
Radials Scheme— a project into which Beck 
has shown a desire to plunge the munici- 
palities with characteristic recklessness — 
has been condemned by a commission com- 
posed of such eminent business, transpor- 
tation and engineering authorities as Lt.- 
Col. R. W. Leonard, Sir John Kennedy, 
W. F. Tye, L. A. Herdt and Walter J. 
Francis. 

"The report of this commission was 
made to the citizens of Hamilton, where 
there has been considerable alarm felt in 
connection with the power shortage and 
other developments. It concerns Sir Adam's 
project to build an electric road between 
Port Credit and St. Catharines. The find- 
ing by this body of eminent authorities is 
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the first competent disinterested expression 
in connection with the extensive Beck rad- 
ial proposals which has been given to the 
Ontario public and as such it should have 
serious consideration. The report shows: 

(1) That the railway is unnecessary, as 
there are competitive transportation sys- 
tems sufficient for all requirements at the 
present time. 

(2) Because good roads are infinitely 
preferable under the circumstances to an 
additional railroad. 

(3) Because the operating loss of the 
road would be nearly half a million dollars 
per annum for the first ten years. 

(4) Because the loss for the second ten 
years would be over $400,000 per annimi. 

Following are some details of the finan- 
cial prospects of the scheme under local 
traffic conditions: 
Revenue from operation, 59.6 miles, 

at $6,000 per mile. $357,600 

Operating expenses^ 61 percent of 

$357,600 218,136 

Net ©Derating revenue $139,464 

Fixed charges — 
Interest on $11,360,363 (as given 
by the Hydro-Electric Commis- 
sion), at 5%. percent $624,820 

Yearly deficit, exclusive of taxes 

and sinking fund ^5,356 

(Sinking fund is not chargeable during 
the first ten years.) 

Your board further estimates that the 
financial statement of the proposed line un- 
der all traffic conditions will be as follows, 
after ten years: 
Revenue from operation, 59.6 miles, 

at $16,000 per mile $953,600 

Operating expenses, 65 percent of 
953,600 ; 619,840 

Net operating revenue .,$333,440 

Fixed charges — 

Interest on $11,360,363 (as given by 
the Hydro-Electric Power Com- 
mission), at 5%. percent $624,820 

Sinking fund, 1 percent 113.604 

$788,424 
Yearly deficit, exclusive of taxes.. $404,664 

"The cost of an extension to the frontier 
has been estimated at about $2,280,000, ar- 
rived at from a consideration of the figures 
given by the commission for the line from 
Port Credit to St. C:atharines." 

Need for Investigation 

"In view of the report of this commis- 
sion of comnetent authorities, following on 
the other developments which have been 
referred to from time to time. The Finan- 
cial Post repeats its advice to the munici- 
palities and its demand upon the n^overn- 
ment that a commission of engineering and 
financial experts be appointed to go into 
the whole situation so that the province 
may be protected from plunging into a 
financial quagmire. 

"The power situation too is approaching 
a crisis. It is estimated that there is a 
shortage of nearly 100,000 horsepower with- 
out provision to meet it. The municipali- 
ties which have carried through the project 
are being asked to curtail their renuire- 
ments in order that contracts may be filled 
which were made in the face of an actual 
shortage of supply/* 



Why Not Government Ownership 
of Farms? 

If government ownership of railroads or 
telephones or telegraphs is sound why not 
also of farms? 

Abraham L. Lavine in the course of a 
series of articles published in the Farmers 
Open Forum, the official organ o! the 
"Farmers' Non-Partisan League," enters 
into a discussion of this question. 

"Every argument for government own- 
ership of telephones," says he, "applies 
with equal force or lack of force to gov- 
ernment ownership of farms. Would gov- 
ernment office-holders and clerks be able 
to manage farms any more cheaply and 
efficiently than farmers working for them- 
selves ? 

"New Zealand put the dead hand of 
state on its farms — 'postalized* agriculture 
— and what has been the result? Ask a 
socialist who has made a study of it. Rob- 
ert H. Hutchinson, a social reformer and 
evidently a warm supporter of socialism, 
recently spent' eight months in New Zea- 
land making a first-hand study of results. 
He has just published his observations in a 
book. He had to confess that this experi- 
ment in farm "postalization" has resulted 
in an increase in the number of mortgages 
rather than in the number of independent 
fatms, so that (to use his own language), 
"ownership of a farm has simply meant 
ownership of a job." 



Rate to Make Votes, the Rule 

In August, 1915, the lighting funds of 
the city of Seattle ceased to pay cash. 
They have not been on a cash basis since, 
and the warrant indebtedness is increasing 
at an alarming rate; and tliis despite the 
oft- repeated boast that the utility pays. 

July 6, last, the light fund had an out- 
standing warrant indebtedness of $235,- 
559.64. November 10, which is to say in 
four months and four days, the warrant 
debt had gone up to $455,808.96, an in- 
crease of $220,249.42 in that short time. 

The light plant could and should make 
money. That it is making money is pure 
moonshin^ It is losing money, and like 
the port properties, the more business it 
does on a losing basis the more money it 
loses. 

The trouble, in short, is that it does busi- 
ness on a political instead of on a com- 
mercial rate. The rate was not fixed 
to make money but to make votes. It is 
not the success of the light plant that is at 
heart, but the political success of the mu- 
nicipal ownership propagandists. 

Seattle has $6,000,000 invested in money 
losing port properties, nearly $2,000,000, 
principal and interest, in a perfectly use- 
less jnasonry dam, more than a half mil- 
lion, counting the deficits, in two municipal 
street railways, and now on top of it all we 
find that the light plant has been in debt 
since August, 1915, and that it now owes 
to warrant holders — December 15— some- 
thing like a half million dollars. 

Is it any wonder Seattle taxpayers are 
so troubled and Seattle TAXEATERS so 
fat and sleek and well-to-do? Municipal 
ownership has been a successful vote-get- 
ting device, but it will soon be in bad un- 
less tt does something besides pile up 
deficits. It is soft for the TAXEATERS 
but mighty hard on the taxpayers. — Wash- 
in2:ton State Weekly. 
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Private^Invention Wins Out 

Here is a case of private invention 
beating government ownership, which, 
while cutting "overhead," enables a cer- 
tain central station company to have that 
much more for public service and nation^! 
welfare. 

This company came up against the 
heavy increase in postage rates and de- 
cided it must do something to get arotmd 
it, not to beat the government, but rather 
to help itself to help the government, for 
among the prime necessities of this day 
of war are efficient and economic public 
utilities, as the president, himself. Vouch- 
safes. This company has approximately 
40,000 light and power customers on its 
books, which necessitates the delivery of 
about 3,200 bills and receipts daily, at a 
cost in postage of $64 a day, or SI 9,200 
yearly. A system was devised whereby 
the city was divided into 15 districts, and 
15 boys were employed at $6 a week, uni- 
formed, and each given one district. The 
boys patrolled their various districts in 
the same manner as postmen, delivering 
bills and receipts to the customers of their 
districts. It was found that a boy could 
deliver a little more than 230 pieces of 
mail in a day without trouble. The total 
yearly wage of the 15 boys amounted to 
$4,680, making a net saying to the com- 
pany of ^14,520 yearly, or the dividend 
on approximately 2,600 shares of the com- 
pany's stock at 6 percent. By delivering 
its letters at 0.43 cents each, the com- 
pany believes it has successfully beaten 
the postage stamp. 



The Fault in Bookkeeping 

Speaking of the "Faults and Fallacies 
of Municipal Ownership," Central Station 
of New York says: 

"The fault is found in the bookkeeping. 
The accounting is not unbiased. It is nat- 
ural for the inventor to see only the vir- 
tues of his idea. The backers of munici- 
pal ownership always wish to prove that it 
pays. They also believe it yields better 
service. It is their constant hope, that 
rates will be cut to a percentage of what 
corporate establishments charge. With this 
desire, all records harmonize. Enthusiasm 
is constructive, but with public money in 
business, enthusiasm must be supported by 
practical business ability. 

"Business ability does not mean book- 
keeping. It does not mean merely the 
same uniformity as before. It is not only 
management. Its greatest feature is abil- 
ity to keep on getting more business, prof- 
itable business. This is the spirit of suc- 
cess, of vitality in business. The business 
manager is the soul of the business. He 
keeps the organization he controls, not only 
solid commercially, but modern and pro- 
gressive. That this is not done in munici- 
pal plants, is perhaps a very conspicuous 
fault. To show success on the books, to 
avoid provision in certain directions, to 
color reports to indicate a healthy business 
condition, when it does not exist, can be 
attributed to enthusiasm. Successful mu- 
nicipal ownership is not an impossibility, 
but it is not a success." 



The employes of the municipal street 
railway of Edmonton, Can., recently struck 
to enforce a demand for higher wages. 
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Purpose of this Magazine 

THE purpose of this magazine is to present the 
facts about public utilities, both privately and 
governmentally owned; to inform its readers about 
these important industries in which all citizens are 
vitally interested. 

Dedicated to the public service, to the highest good 
of the taxpayer, this magazine is opposed to govern- 
ment ownership and operation of public utilities be- 
cause it believes paternalism is the antithesis of indus- 
trial freedom and independence. 

In steam and electric railways, in telegraphy and 
telephony, in electric and gas lighting, heating and 
power, the United States leads the world as the result 
of the genius, thrift and economy of individual initia- 
tive and private enterprise. 

Political conditions in this country, as experience 
proves, defeat economic and the most efficient opera- 
tion of public utilities by city, state or federal govern- 
ment. Experience also proves that government oper- 
ation of public utilities burdens the taxpayers with 
great economic waste. 

Experience convinces this magazine that the public 
can secure the best possible service at the lowest pos- 
sible cost by leaving the ownership and operation of 
steam and electric railways, electric light and power, 
gas, water and telephone properties to individuals of 
technical knowledge and practical training under such 
governmental regulation as will best protect the inter- 
ests both of the public and the companies. 



Fatuity 



PROPAGANDA speakers are ar- 
guing that the United States 
shonld go into government own- 
ership of railroads because most 
other countries have done so. 

That is no argument at all. How do the govern- 
ment-owned roads of the old world compare with the 
privately-owned roads of this country? 'Well, even 
in quantity the American roads are far and away 
ahead. The United States has 40 per cent of all the 
railroads of the world. Its mileage aggregates 270,- 
000 miles as compared, for example, with Russians 
50,000, Germany's 40,000, India's 35,000, France's 
32,000, Canada's 30,000, Great Britain's 25,000, and 
so on. 

You say the United States is larger territorially 
than most of these countries. Yes, also very much 
younger. It would take a good deal of hardihood for 
anyone to say that public ownership would have put 



us so far in the lead as private enterprise has done. 
Private enterprise is, always has been, the pioneer 
of industry. Take in the matter of telephones, the 
United States, with 6 per cent of the world's popula- 
tion, has 65 per cent of the world's telephones. 

As to quality, American railroads are just as far 
ahead, comparatively as in quantity. In point of 
rates and service, the American roads are ahead. As 
shown last month in this magazine, American roads 
could pay 40 per cent dividends if given the freight 
rates of European government-owned lines. And 
wages! Well, we have fresh in mind the fact about 
some American railroad employes' pay. It is the 
highest in the world and living conditions the best. 

In ** economic" Germany, the records showed, even 
prior to the war, enormous annual losses sustained 
by the government railroads, everything taken into 
account. What is true of Germany has been true of 
the average country with government railroads. 
Canada has paid her millions in losses for govern- 
ment ownership. 

If these countries, under their form of government, 
could not prevent heavy losses in government rail- 
road operation, what could be expected in the United 
States with our system of spoils politics? 

Those who are demanding government ownership 
of railroads are not offering, cannot offer, anything 
tangible to show that it would benefit the people or 
the government. Fact is one thing, in this connec- 
tion, sentiment or political dogmas entirely another 
thing. 



Head Work 



THE Union Pacific Railroad 
Company some months ago ar- 
ranged to employ in construction 
work settlers adjacent to its lines 
at not less than $90 a month for the winter. The 
company affords free passage for the settlers to and 
from their ranches if they are called home for any 
business reason. Thus the company gets good work- 
ers when it needs them and the settlers, who other- 
wise might lie idle or at least imremuneratively em- 
ployed, for the winter period, good work and good 
wages. It is a fine arrangement. That the settlers 
think so is proved by the response they have made. 
It is just such initiative and resource as this on the 
part of private enterprise that has built up that great 
west traversed by such roads as the Union Pacific 
and Santa Fe. No wonder these two lines in particu- 
lar enjoy such general good will among the people 
along their lines. They are constantly striving for 
mutual welfare by just such ways and means as this. 
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Inquiries 



THE only way to make govern- 
mental inquiries into private 
business profitable at a time like 
this is to confine them to facts 
and fair play. The minute they reach into politics or 
partisanship of any sort whatever, that minute they 
lose their value and become dangerous. This is no 
time for muck-raking. It is no time for classism. It 
is no time for men with reputations as ** prosecu- 
tors'' to think anything about sustaining them. All 
that is required is simply to develop the facts in any 
situation, so as to make possible whatever readjust- 
ments appear to be fair and necessary for the com- 
mon good. An inquiry is not a presumption of guilt 
or wrongdoing. The government, itself, very quickly 
took that position when the War departmient was 
called to account by congress. President 'Wilson un- 
doubtedly would accord to the packers and other 
private business interests the same consideration as 
he would claim for any department of the govern- 
ment under him. We are to suppose that even in his 
selection of Mr. Heney to conduct the inquiry into 
the packers' case, the president had no desire to re- 
verse the legal presumption of innocence until guilt 
was established. Mr. Heney 's reputation as a prose- 
cutor could not possibly suffer by failure to find 
wrongdoing if there had been no wrongdoing. So in 
all such investigations, it seems to us, the main thing 
is to keep in mind that nothing beyond facts and 
justice are desired. To play on words, or prejudices 
at a time like this, to resort to anything approaching 
the muck-raker, would be fatal to the national effort 
at establishing and maintaining the highest possible 
degree of unity among all classes of the people. Fo- 
menting classism would be criminal today. To all 
those vested with the great power of prosecuting in- 
quiries into business today, we commend President 
Wilson's words, ''What we want for business is the 
same kind of liberty we want for the individual." 



No Capital 



A SUBSCEIBEE asks if we do 
not believe that the railroads 
could be operated under govern- 
ment ownership fully as eco- 
nomically as the post office is operated. Yes, fully. 
And our friend is perhaps not to be blamed for im- 
agining, without thoughtful inquiry, that the post 
office is operated economically because he no doubt 
has read from various postmaster generals of the 
p^st that it was. He probably has not stopped to 
consider, regardless of everything else that the 
post office department keeps no capital account; 



that, for instance, it makes no pretense of paying for 
the post office buildings that go up all over the coun- 
try — either their original cost or upkeep. Laying 
aside every other item, this alone is more than 
enough to offset every claim of profit that has ever 
been made for the post office. Any man ought to 
know, if he stops for a second to think about it, that 
the hundreds of millions of dollars appropriated for 
the construction of post office buildings and acces- 
sories all over the country come direct from the gen- 
eral fund on the order of congress and never a penny 
out of the post office funds. If the post office were 
a private business enterprise, it would as a matter 
of course, have to maintain a capital account to take 
care of capital expenditures. 

It seems strange that such a commonplace propo- 
sition would even have to be argued for the enlight- 
enment of anybody. 

It has never been a part of the program or policy 
of this magazine to attack the postal system. It is 
the government's and the government can do with it 
as it pleases, although, of course, it is vital to the 
national welfare that however uneconomical it is 
operated, it must be efficiently run. Just now it is 
imder the widespread criticism of a ''general break- 
down." But what chiefly concerns us here is that 
the people understand very clearly that government 
ownership is the same whether applied to railroads 
or the postal system. Neither will or in the nature 
of things can be made economic under our system of 
politics. 



WE have frequently pointed 
1 1 rf r # ^^* *^^ inconsistency of suppos- 
UVing tOSI i^g that if one could get utility 
service cheaper he could mate- 
rially cut the cost of his living. The latest figures 
available on the subject show the average family 
spends 6 percent of its total outlay of living ex- 
penses for its utilities. It spends 45 percent for 
food, 12 percent for clothing, 14 percent for movies 
and 16 percent for taxes, with 7 percent for miscel- 
laneous things. So that manifestly it would be im- 
possible to reduce the cost of living appreciably by 
any possible reduction that might be made in the 
cost of utilities. People ought to be more sensible 
about these matters. They would be if they took 
them more under their own advisement and stopped 
the pernicious practice of letting someone else, with 
an axe to grind, do their thinking along these lines 
for them. 



Page 67 



Digitized by 



Google 



Breakdown of Utilities Would Be 

National Calamity 

Comptroller of the Currency Pleads for Prompt and Adequate Relief for 
These Corporations, So Essential to the Nation's iSupreme Task at This Time 

*By John Skellton Wiliams, Comptroller of the Currency 



THE work of war has thrown upon many of these cor- 
porations strains which they are unable to endure 
without prompt help. The costs of their labor and of 
all material for operation, betterment, and upkeep have 
increased heavily and suddenly. They are required to in- 
crease radically and quickly their service and facilities. In- 
dustries manufacturing war munitions and materials de- 
mand of the public utilities corporations constantly greater 
supplies of power and light. At the industrial centers, car 
lines are being rushed and overburdened by new armies of 
workers. The gas companies are called upon for gas for 
cooking and heating in quantities beyond all normal cal- 
culations and far beyond their present capacities. They are 
urged continually to furnish more coke and coal by-prod- 
ucts, toluol, and other elements absolutely essential in mod- 
em warfare. Where cantonments have been established, 
the demands on the resources of water, lighting, and trans- 
portation companies are especially severe ; ability to comply 
with such demands is necessary for the safety and comfort 
of the fighting men in training. 

A committee representing the four leading associations, 
which include all the principal electric light and power com- 
panies, street railway companies, and the most important 
gas companies of the country, recently submitted to this 
office a report in which attention was asked to the increase 
within the last two years in the cost of materials they must 
use for the maintenance of their properties. They gave a 
list of percentages of additional cost, showing among others 
the following items: 

Increases From 1915 to 1917 



Per 

cent 

Copper wire i8o 

Pipe, cast-iron loo 

Axles 272 

Acids 162 

Brass 300 

Car forgings 216 



Per 
cent 

Castings, malleable 198 

Copper, bar and sheet. . . 147 

Lead, pig and sheet 127 

Nails no 

Steel, tool 400 

Tie-plates 276 



The continued and increasing efficiency of these corpora- 
tions is important for the successful conduct of the war. 
Tljis efficiency is not possible with present conditions. Cor- 
porations proved by their own figures to be approaching 
bankruptcy cannot obtain money for improvements or 
maintenance. On the other hand, banks and citizens suflFer- 
ing severe losses from investments in the securities of these 
entirely legitimate and once promising enterprises will be 
discouraged from lending money to the government or 
deprived of the means to lend. 

The first and most direct relief to the public utilities cor- 
porations can be given by the state public utilities commis- 
sions and municipal and local authorities, with the broad- 
minded co-operation of the people generally, understand- 
ing the necessities of war and realizing that the more 
promptly its burdens are accepted the sooner they will be 



•Extract from the annual report of the Comptrofler of the Currency. 



lifted. It is essential that forbearance and consideration 
be exercised by the state commissions and municipal au- 
thorities, and that the corporations also be permitted to 
make such additions to their charges for service as will keep 
in them the breath of solvency, protect their owners against 
unjust loss, and give them a basis of credit on which they 
may obtain the funds with which to meet the strain put on 
them by the government's needs. The breaking down of 
these corporations would be a national calamity. 

Because of the gravity of the situation in this regard, I 
am moved to ask for it the careful attention of the con- 
gress aivl the public. I am impressed with the importance 
of early consideration by the congress of some measure to 
provide directly or indirectly for advance of funds on some 
conservative basis to such of these corporations as need 
help most urgently, so that they can give adequate service 
to the government. The remedy would be unusual ; but the 
times are unusual. 

With appropriate aid from the government through the 
congress; with liberal recognition by local authorities of 
the present acute conditions; and with some practical pro- 
vision to enable the corporations to meet their own needs 
and those of the country, the danger now pressing and be- 
coming more serious with each day will be removed, the 
general business interest of the country will be fostered, the 
ability and readiness of the public to respond to calls for 
money will be maintained, and urgent requirements for the 
defense of the country's life and assurance of our freedom 
and peace will be met." 

Traction Companies Deserve Fair Treatment 

The New York Commercial says: 

'The traction, power and heat corporations throughout 
the United States have stood by the country and have given 
it their co-operation ; they are deserving of the support and 
confidence of their several communities. The federal gov- 
ernment as well as the state governments should regard 
these corporations as part of the national asset that must 
be kept intact during the war. Legislation that attempts to 
cripple such corporations has a direct reflection on the public 
conditions and decreases the efficiency of whatever locality 
may be aflFected. It is on the trolley lines and through the 
power and light service of public utilities that our war pro- 
gram is being carried out day by day. Operators are 
brought from distant suburban points to the mills and fac- 
tories located in the centers and are brought back to their 
homes at night. This uninterrupted service insures a work- 
ing schedule in mills and helps to partially solve the labor 
question. 

*Tt is well within the province of the National Council 
of Defense to issue statements commending the helpful 
service being rendered to the United States by these public 
service corporations. This would attract attention of the 
people at large, would silence critics and would give en- 
couragement to the men who are doing their utmost to work 
at high tension under restricted conditions of labor and 
revenue." 
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President Wilson Urges Relief 

for Utilities 

On Recommendation of Secretary McAdoo, He Directs the Latter 
to Take Up Rate Increases With Local and State Authorities 



THE federal government has come to the relief of public 
utilities. 
President Wilson directs Secretary McAdoo to take 
up the matter with state and local authorities to see that, 
where needed, the utilities get increased rates. The presi- 
dent took this action on the basis of information supplied 
to him by Mr. McAdoo, who had made an exhaustive study 
of the utility situation. 

John Skelton Williams, comptroller of the currency, had 
already in his annual report, urged the necessity of allowing 
utilities to raise their rates and fares if they were to con- 
tinue successful opveration. 

Following are the letters exchanged between the president 
and Mr. McAdoo, which cover the subject and will no 
doubt have immense influence in bringing to the utilities the 
relief they must have to maintain themselyes for the highest 
good of the nation in its present crisis: 

February 15, 191 8. 

Dear Mr. President: — I beg to hand you herewith sev- 
eral memoranda and letters relating to street railway and 
other public utilities furnishing light, heat and power, which 
I have been asked to bring to your attention by a committee 
representing public utility interests. 

These papers indicate the existence of genuine apprehen- 
sion regarding the adequacy, under present conditions, of 
the services and rates of local public utilities. The view is 
expressed that increased wages and the high cost of essen- 
tial materials and supplies have effected them, as they have 
effected everybody else, and that united effort will be neces- 
sary in order to meet alike the public requirements for serv- 
ice and the corporate financial needs upon which that service 
depends. 

As secretary of the treasury, I must take official notice 
of these matters. It is obvious that every part of our indus- 
trial and economic life should be maintained at its maximum 
strength in order that each may contribute in the fullest 
measure to the vigorous prosecution of the war. Our local 
public utilities must not be permitted to become weakened. 
Transportation of workers to and from our vital industries 
and the health and comfort of our citizens in their homes 
are dependent upon them, and the necessary power to drive 
many of our war industries and many other industries 
essential to the war is produced by them. 

It may be that here and there, because of the prominence 
given to less important interests immediately at hand, state 
and local authorities do not always appreciate the close con- 
nection between the soundness and efficiency of the local 



utilities and the national strength and vigor and do not 
resort with sufficient promptness to the call for remedial 
measures. In such cases I am confident that all such local 
and state authorities will respond promptly to the national 
needs when the matter is fairly and properly brought before 
them. 

Our public service utilities are closely connected with 
and are an essential part of our preparations for and suc- 
cessful prosecution of the war, and the unfavorable ten- 
dencies which the accompanying papers reveal may most 
effectively be checked, wherever they may be found to exist, 
and the needed relief obtained, only by prompt action on 
the part of the respective local authorities. 

I earnestly hope that you may feel justified in expressing 
the conviction that the vital part which the public utility 
companies represent in the life and war-making energy of 
the nation ought to receive fair and just recognition by state 
and local authorities. 

Cordially yours, 

(Signed) W. G. McAdoo. 

To the President, The White House. 

President Wilson Fully Approves 

The reply of the president, which follows, shows how 
heartily he receives the suggestions of the secretary of the 
treasury and urges their adoption: 

The White House, Washington, 

February 19, 191 8. 
My Dear Mr. Secretary : — 

I have examined with care the memoranda and letters 
which you transmitted to me with your letter of the fif- 
teenth. I fully share the views you express regarding the 
importance of the public service utilities as a part of our 
national equipment, especially in wartime. It is essential 
that these utilities should be maintained at their maximum 
efficiency and that everything reasonably possible should 
be done with that end in view. I hope that state and local 
authorities, where they have not already done so, will, when 
the facts are properly laid before them, respond promptly to 
the necessities of the occasion. 

I shall be glad to have you communicate with the local 
authorities whenever the information in your possession 
suggests that such a course is desirable and in the national 
interests. 

Cordially yours, 

(Signed) Woodrow Wilson. 

Hon. William G. McAdoo, Secretary of the Treasury. 



Court Forces City Council to Increase Gas Rates 



THE city council of Holland, Mich., recently gave the 
receiver of the Holland City Gas Company the right 
to raise rates. 
Last autumn the company showed the council that it was 
operating at a loss, that its rates were not sufficient to en- 
able it to cope with the abnormal cost of operation. Had 



the council then permitted an increase in rates, a lot of 
trouble would have been avoided and the company would 
not have been plunged into a receivership, which is bad for 
it and the commuhity it serves. But the council resisted 
the company and the Grand Rapids Trust Company was, 
consequently, named as receiver. The receiver determined 



Page 69 



Digitized by 



Google 



that the company was right and that it could not make and 
sell gas at the old rates and come out even. 

The case was argued in federal court before Judge 
Sessions, who submitted to the city council the alternative 
of granting the rate increase or having the plant closed 
down, for said the court, "The receiver cannot be expected 
to operate the plant at a loss." 

Notwithstanding the company's showing of loss on oper- 
ation, the city council has been quoted as saying, in grant- 
ing the advance, that the action would not have been taken, 
but that the alternative of the court could not be disre- 
garded. Whereupon the Michigan Investor observes : 

"Several small cities in Michigan have been confronted by 



a similar situation and the service companies have sought 
advanced rates. In few of the cities have the companies 
been held to the letter of their franchises; and in several 
cases increased rates have been granted temporarily in rec- 
ognition of the losses plainly apparent, and others have sub- 
mitted to the people amendments to franchises to permit 
advanced rates. In nearly all cases there has been shown 
a spirit of fairness — except in the case of the Holland coun- 
cil, which disregarded the showing of loss made by the com- 
pany, but insisted on the franchise rate. 

"It is quite likely that the situation in Holland may have 
a tendency to influence other cities to look with favor on 
requests of lighting companies for relief from undue hard- 
ship." 



Court Holds Rates May Be "Unjust and Unreasonable" If Too Lx)w 

as Well as Too High 

T 



HE Pennsylvania supreme court asserts that rates 
charged by a public utility may be unjust and unrea- 
sonable if they are too low, as well as if they are too 
high. 

That dictum formed part of a decision by which the court 
overruled the state public utility commission in refusing to 
permit the Collingswood Sewerage Company to increase its 
rates, after the company had shown that it was operating 
at a loss and probably could not continue in business unless 
granted the increase. 

The opinion in the Collingswood case, which controls 
several other decisions announced today, is of far-reaching 
importance because it indicates that an erroneous construc- 
tion has been placed on a previous decision of the court, 
which was accepted as holding that franchises containing 
rate provisions constituted irrepealable contracts. 

It was on this theory that the public utility commission 
denied the relief sought by the Collingswood Sewerage 
Company, believing it was bound by the franchise granted 



by the municipality fixing a maximum rate to be charged 
by the sewerage company. 

In setting aside this view, the court said that a municipal 
franchise granted to a public utility is a conditional grant 
and not an irrepealable contract. It held that it is within 
the power of the legislature to delegate to one of its agen- 
cies, in the present case the public utility commission, the 
power to regulate rates, and in such cases this power super- 
sedes the restrictions in the franchises. 

The decision also controlled the case of the Northampton, 
Easton & Washington Traction Company, in which the pub- 
lic utility commission refused to grant an increase of i cent 
in each of the fare zones of the company because of the 
municipal ordinances under which it operates, and the Bur- 
lington Sewerage Company case in which permission was 
sought to increase rates in the city of Burlington. 

In both of these cases the court directed that the records 
be remitted to the public utility commission for modifica- 
tion in accordance with the views expressed in the opinion. 



Increases in Rates Steadily Being 
Authorized bv Commissions 



PUBLIC utility rates continue to be made all over the 
country. City and state authorities are exhibiting very 
fair and broad attitudes as a whole on the showing 
of companies that they must have increased rates in order 
to cope with the increased cost of operation. Only where 
politics is allowed to play a dominant role is a company 
likely to be denied the right of increasing rates on a fair 
showing. Most of the official regulating bodies are dis- 
posed to treat matters on their merits. 

The Mankato division of the Northern States Power 
Company has placed in effect a temporary surcharge on its 
present rate schedules of lo percent. 

The Mobile, Ala., city council has renewed the street 
lighting contract with the Mobile Electric Company at an 
advance in rates. 

The Fort Smith Light & Traction Company, Fort Smith, 
Ark., has secured a ten-year renewal of its street lighting 
contract with the city of Fort Smith, including a White 
Way installation for Garrison avenue. The contract covers 
changing the present arcs to three hundred loo-candle- 
power Mazda lamps and fourteen 250-candlepower Mazda 
lamps for general street lighting, and the removal of the 



present center trolley poles on Garrison avenue to the curb 
and the installation thereon of seventy-four 400-candle- 
power Mazda lamps for the White Way. 

The Indiana public service commission has granted an 
increase of about 20 percent in rates to the Northern Indiana 
& Southern Michigan Interurban Railways. 

The West Virginia public service commission allowed the 
petition of the Littleton Telephone Company for the right 
to increase rates to all subscribers 10 percent. 

On authority of the New Jersey public utility commission 
the General Water Supply Company, whose main office is 
at Camden, has withdrawn its 5 percent discount. 

Because of the "abnormally high cost of operation," the 
public utility commission of New Jersey has granted per- 
mission to the New Jersey Gas Company to impose a serv- 
ice charge of 25 cents a month on each customer and to 
charge $1.25 net a 1,000 feet of all gas used, which repre- 
sents a good increase. 

The CJeorgia state railroad commission has allowed a flat 
10 percent increase in rates to the Savannah Gas Light 
Company. 
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The Indiana Union Traction Company has been allowed 
to increase both its passenger and freight rates on inter- 
urban service. The freight rates increase is approximately 
20 percent. 

The Fort Wayne & Northern and the Winona Interurban 
have been granted a 20-percent increase in freight rates by 
the state commission. 

The New Jersey utility commission has permitted the 
Lambertville Public Service Company to file a new rate 
schedule, subject to challenge by any interested party. 

Because of an increase of from 40 to 300 percent in the 
cost of labor and materials, the Philadelphia Suburban Gas 
Company has announced a 20 percent increase in rates. 

Commends Company's Spirit 

The Pittsburgh Railways Company has been allowed to 
raise its fares one-half percent. An agreement to that effect 
was reached between representatives of the company, city 
and civic bodies. "The spirit of co-operation the Pittsburgh 
Railways Company displayed before Chairman W. D. B. 
Ainey of the Public Service Commission marks a new epoch 
in traction affairs in Pittsburgh," said Mr. Robinson, "and 
the people of Pittsburgh, welcoming that spirit, will re- 
turn it." 

The Michigan Telephone Company has been allowed by 
the state railroad commission to advance rates. It has been 
permitted to put in a measured service, which will take time, 
and which all large cities have, and ad interim rates repre- 
senting a. flat increase. The company showed the old rate 
was a money loser. 

The rates of the Philadelphia Electric Company for manu- 
facturing and lighting purposes have been increased 10 
percent under an order of the state public service com- 
mission. 

Grand Rapids Gas Light. 

The Grand Rapids Gas Light Company of Grand Rap- 
ids, Mich., has increased its gas rates 1854 percent. The 
company has no franchise. 

The city council of Ames, la., has authorized the Iowa 
Public Service Company to raise its gas rates from $1.50 
to $1.75 per 1,000 cubic feet. Commenting on the council's 
action, the Burlington (la.) Hawkey e said: "No doubt the 
company needed the increase." 

The New Castle Water Company in Pennsylvania has 
filed with the State Public Service Commission notice of 25 
percent increase in water rates. 

The Wisconsin Railroad Commission has authorized an 
emergency gas rate, representing a 20 percent increase, for 
the Wisconsin Gas & Electric Company of Watertown. It 
also authorized a 20 percent increase in the heating rate of 
the Mineral Point plant. 

Electric railway companies operating in York, Adams, 
Qearfield, Warren, Jefferson, Crawford and Venango, 
Pa., have filed increased rates with the Public Service Com- 
mission of that state. 

More Six-Cent Rates 

The New York up-state public service commission has 
allowed the Waverly, Sayre & Athens Traction Company 
to raise its street-car fare from 5 to 6 cents. 

Increased rates on the Ohio Electric Railway's lines have 
been in effect since February i. 

The Ohio utilities commission has allowed steam railroads 
to raise rates for carrying milk in five-gallon cans. 

The Wisconsin railroad commission has granted an emer- 
gency rate increase to the Ashland Light, Power & Street 
Railway Company to run until August i, and beyond that 
unless a specific order is issued to the contrary. 

A 25 percent increase in gas rates has been granted by 
the Indiana public service commission to the Indiana Fuel 



& Light Company, which supplies Kendanville, Garrett and 
Auburn. 

According to the Springfield (111.) Journal, the towns of 
Charleston, CarroUton, White Hall, Mowaqua and Virden 
assured Charles M. Tinney, examiner for the state utilities 
commission, that they will not object to increased rates to 
the Central Illinois Public Service Company if it was shown 
that the company could not make a reasonable profit on the 
old rates. 

The South Pittsburgh Water Company and Whitaker 
Water Company, operating in Pittsburgh and surrounding 
territory, have filed increased rates with the state public 
service commission, effective March 12. 

Two increases in the last year have netted the Ottumwa 
Gas Company a total of 23 percent increase in its rates, 
which, still, according to the statement of A. J. Gross, man- 
ager, will not meet the increased cost in operation. 

Ready to Serve Charge 

The city council of Toledo recently passed an ordinance 
giving the Northwestern Ohio Natural Gas Company the 
right to make a ready-to-serve charge of 35 cents a month 
for each consumer. North Baltimore, Bowling Green and 
Maumee followed suit and the state public service commis- 
sion promptly approved the action, stating reasons which 
made increases necessary. 



Tell It to the People 

Roger Babson, the statistician, finds the purchasing power 
of the dollar 30 percent less than it was in 1914. Some 
figures recently came out of one of the many distributing 
channels of Washington which tended to show that the cost 
of commodities entering into "living" has risen on an aver- 
age of 47 percent. 

These are doubtless very conservative estimates. So far 
as the utilities are concerned, Mr. Babson's estimate of the 
cut in the dollar's value is very low, for the cost of materials, 
and in some cases of labor, for the utilities has gone up 
very much more than this represents. 

But, of course, everybody is aware of the general inflation 
in prices of the commonest articles of necessity. 

The baker gets 10 cents for the old 5-cent loaf of bread. 

The haberdasher gets 20 cents for the former two-for-a- 
quarter collar. 

Newspapers have very properly doubled their price. 

Your 2-cent postage stamp now costs 3 cents ; your penny 
postage 2 cents. 

The farmer has a guarantee from Uncle Sam of $2.50 a 
bushel for his wheat. 

Your shoes that formerly cost $5 now cost from $7 to $10. 

Your beef steak — who will attempt to scale the lofty 
peak it has ascended? 

But your street-car ride, your gas, your electricity, your 
water, your telephone — while hundreds of increases have 
properly been made and more are going to be made — have 
been the last to leave their old moorings. And .yet only 
about 6 or 7 percent of the average family's expense bill 
goes for utilities. 

Nothing is more essential to the comfort, health and pros- 
perity of a community than efficient utilities. As the peo- 
ple come to understand that the utilities must have increases 
to enable them to cope with other conditions, they will get 
them — are getting them. 

^loRAL — Tell it to the people. 



Give the utilities a square deal and nothing but a square 
deal and you will give them all they ask or deserve and 
what you are duty-bound to give. 
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Oregon Commission Raised Fare 

to Avoid Collapse 

Member of the State Public Utility Commission Declares 6-Cent 
Rate Necessary in Portland to Enable Company to Operate 



THE Oregon public service commission recently granted 
the Portland Railway, Light & Power Company the 
right to charge a 6-cent fare instead of 5 cents, as it 
had been charging. Naturally the increase provoked a 
stream of protests from the press and the people. But the 
state commission had given four years to a study and inves- 
tigation of the company's affairs and believed it was better 
prepared to judge what was best for the people and the 
company than were those who had given no serious study 
to the subject. 

Commissioner Corey, one of the state officials authorizing 
the increased fare, made a very frank statement to the peo- 
ple through the daily press of Portland telling why the 
commission ordered the increase. He said it did so to 
enable the company to avoid bankruptcy ; that the company 
could not operate longer on a 5-cent rate, saying: "Posi- 
tively the company cannot give adequate service and a 
S'Cent fare during this period of abnormally high prices/' 
He said if the people wanted to give up 41 percent of the 
service they are getting from the company, the company 
could get along on the 5-cent fare. 

The Facts. 

Commissioner Corey's statement follows: 

*'To refute the charge that the valuation of the Portland 
street-car company's property as fixed by the commission 
is a mere guess and consequently inaccurate, and to correct 
other erroneous impressions, I wish to point out a few per- 
tinent facts in connection with this much debated issue. 

"The study and investigation of the utility leading up to 
and consummated in a rate base value of $18,233,371.55 for 
the street-car system was before the commission for a 
period extending over four years, and was under the direct 
supervision of Clyde B. Aitchison and J. P. Newell, who 
are recognized as having no superiors in valuation work of 
this nature. This is evidenced by the selection of Mr. 
Aitchison by the 47 state commissions to represent their 
interests in the railroad valuation work now being conducted 
by the division of valuation of the Interstate Commerce 
Commission, and the selection of Mr. Newell by the Cana- 
dian government to supervise the valuation of railroads 
that the Canadian government contemplates taking over. 
Mr. Aitchison has since been appointed as a member of the 
Interstate Commerce Commission by President Wilson, en- 
tirely, I believe, as a reward of merit, he being a Repub- 
lican. 

•'Notwithstanding the fact that this valuation was fixed 
by experts after years of investigation, we are constantly 
being advised through the press and otherwise that the 
valuation is inaccurate, and that we should accept that of 
non-experts arrived at by a process of doubtful comparison 
and questionable mental deductions. 

Valuation Declared Fair 

"The valuation as fixed by this commission is as near a 
barebone value of the company's property as the courts 
would permit, and, contrary to public opinion, does not con- 
tain any 'watered stock' or anv stock whatever. Neither 
does it include any allowance for franchise values. So if 



it were true that the company paid millions for its fran- 
chise, it has no bearing whatever on the rate of fare. Dona- 
tions and bonuses given the car company to induce it to 
extend its service into outlying additions to the city of Port- 
land are also omitted from the valuation. 

'*The commission had no alternative than to increase the 
street-car fare, because the company could not possibly 
operate without it. Without the increased fare the company 
would go into the hands of a receiver, who, by order of the 
court, would have to eliminate 41 percent o;f the cars or ask 
this commission for an increase in rates in order to protect 
the actual investment in plant. If the car patrons are 
willing to do with 41 percent less cars, the undersigned is 
willing to restore the 5-cent fare. Positively the company 
cannot give both adequate service and a 5-cent fare during 
this period of abnormally high prices. 

**The jitney may afford a 5-cent fare within a -very lim- 
ited zone, but as the average haul in Portland is four and 
one-half miles, manifestly the jitney fare would be far in 
excess of 6 cents to all outside this close-in zone. 

Returns Are Overestimated 

*'l find the impression prevalent in Portland that this 
commission has granted an increase in carfare in order to 
guarantee a 6 percent return on the value of the property 
used in serving the public. This is an error. The increase 
in revenue will not pay the increase of wages allowed the 
street-car men by the board of arbitrators, and the wages 
of the additional men made necessary by the adoption of 
an eight-hour work day basis. The company is making less 
than 154 percent on its investment under the 6-cent fare. 
It would require 6.73 cents, or practically a 7-cent fare, to 
afford a 6 per cent return. 

"Evidently some do not realize that the use of upwards 
of $18,000,000 invested in the street-car plant in Portland, 
which plant is furnished its power at actual cost by the 
lighting company, and to which the commission has appor- 
tioned but a small part of the total overhead costs of the 
Portland Railway, Light & Power Company, is afforded the 
city of Portland without the necessity of paying a return 
thereon. Notwithstanding this, there are some who desire 
to sandbag the company and confiscate its investment as 
well. The large salaries mentioned in the press are not paid 
by the carrier, and a very small part of the overhead has 
been apportioned to the street-car department." 



The man with a single purpose usually gets double re- 
sults. 



Do unto others as you would have others do unto you, 
provided only that you are determined that for yourself 
you shall ask only what is just and right. 



With the fiat of the government back of the appealed for 
increased utility rates where deserved, public service com- 
missions are going to find less objection on the part of the 
people to their orders for increases. 
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How the Railroad Tangle May 

Be Unraveled 

*By Theodore P. Shonts, President Inter borough Rapid Transit Company 

AS a possible solution of the national problem with 
which our country is struggling — shall we return to 
old railroad conditions after the war? — I suggest a 
partnership between the government and the railroads, 
something like the partnership that has been formed in New ' 
York by the city and the rapid transit lines for the construc- 
tion and operation of the city's new dual rapid transit sys- 
tem. The interests of the country, with its need for greatly 
enlarged and extended railroad facilities, and the interests 
of investors are so interwoven that the financial responsi- 
bility should likewise be interwoven. This doctrine under- 
lies the principles embodied in the contract for New York's 
new dual rapid transit system, probably the first place such 
a plan has been attempted to any degree of magnitude. 

When the dual system is completed there will have been 
expended in new development upon rapid transit lines in 
New York City since 1900 about $441,000,000 — an amount 
almost equal to the capital stock of the Pennsylvania Rail- 
road Company. Of this, $219,000,000 will be private capi- 
tal. The system will have cost more than the Panama 
Canal. * * * j^ order that the amount to be provided 
by the private corporations could be obtained upon fairly 
easy terms from the money market, it was arranged that the 
securities representing the interest of the city of Xew York 
should be junior to the private investment. In order to 
avoid an actual guarantee on the part of the city upon the 
private investment, it was arranged that there shall be a so- 
called "preferential payment ;" that is, the private corpora- 
tion shall have the first payment from the net earnings up 
to a certain limit of return. If the corporation in any one 
year doesn't earn its return, the deficit shall be made good 
in subsequent years with interest. 

Let us consider this railroad problem in the same way the 
Dual System problem was considered, using the same terms 
for each. Treat this three-year average, which the Govern- 
ment grants, as a preferential subject to such readjustment 
in individual cases as is necessary to be fair; and then let 
the Government supply the money necessary for all the im- 
provements made after June 30, 1917; and, because of its 
many and different benefits, treat that as a junior line on 
the property. If, when the war is over, it is thought wise 
to continue this partnership relationship in developing new 
transportation lines, or adding to facilities on existing lines, 
l)oth as to construction and equipment, let private capital 
contribute in the proportion that will insure a fair return 
out of transportation earnings — to be treated as a prefer- 
ential payment — the Government to furnish the remainder, 
and the Government again, because of its many and indirect 
l)enefits, to treat its contribution as a junior line to be paid 
out of earnings, and after the Government has been made 
whole then a division of earnings on the basis of the propor- 
tion that private capital bears to Government capital in each 
proposition. 

The railroad traffic map of the country is now divided 
into zones for rate-making purposes. In a modified way 
^his same arrangement can be extended to cover physical 
operation, with the supreme authority lodged in a board 



•Part of an address by Mr. Shonts before the Board of Commerce 
-of Detroit. 



of managers at Washington, composed of: the United 
States director of each zone; representatives of private 
security holders ; representatives of the Government's in- 
vestment ; representatives of labor. This board shall be 
presided over by someone designated by the President. 
With such a management, designed to unify and co-ordinate 
direct private operation, the ill eflfects of unrestricted com- 
petition wmII be overcome. It will also bring about scien- 
tific distribution of the use of the rails, and minimize all lost 
motion. This plan will insure a proper protection to private 
investors; it will secure for the Government part of the 
profits of the railroads ; and for the country all the benefits 
of personal enterprise and initiative which come from pri- 
vate operation. 

Our steam railroads failed us, not because of inefficiency, 
but of inadequacy. Are we to experience the same with 
our street railways? The public has cause for real concern 
lest this happens. Extensions of existing lines and the de- 
velopment of new street railways in this country have prac- 
tically ceased. And, what is of even more serious conse- 
quence, the railways are finding greater and greater difficulty 
in getting revenues sufficient for improved service and more 
economic equipment as developed and demanded by the 
public. 

Probably no other factor has contributed more to the 
comfort and convenience of American life than the street 
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railway. And it is desirable that this development go on. 

It is all the more important now that our utilities be pre- 
pared for any, load they may be called on to carry to help 
win the war. Their efficient operation is as necessary for 
the safe economic condition of the country as any other 
factor which contributes to the backbone and support of all 
nations at war. Workmen must be carried to and from 
work in munition plants and other activities just as neces- 
sary to win the war, but less conspicuous. The daily home 
and business life must go on in a regular, orderly way. The 
public must have adequate facilities and it must have them 
at reasonable prices. How can that service be given in the 



most effective manner? The ultimate aim is to plan so as 
to secure the greater efficiency which comes from private 
operation, together with the economies in obtaining capital 
which come from public participation in financing. As a 
possible solution of this problem, just as of the national 
problem, I suggest a partnership between cities and their 
utilities, similar to what I have suggested for the steam 
railroads. It seems to me that this plan embodies principles 
which are capable of extension. Through it utilities will be 
able to get the private capital which they need and the com- 
munity will enjoy benefits from any unusual profit which 
may accrue from the enterprise. 



Move Towards Harnessing 

Water Power 



WHAT legislation, if any, might Congress wisely pass 
for encouraging the development and conservation 
of the water-power resources of the United States ? 
Would their extensive development, involving such enor- 
mous quantities of unused energy, estimated as greater than 
total steam power now in service, be industrially practic- 
able ? Is it possible, in the case of any enterprise so costly 
to initiate, and so heavily burdened with fixed charges, to 
outline the essentials of a fair contract which shall protect 
the interests of the public, and at the same time shall make 
water-power projects sufficiently attractive to capital to 
secure their development? What legislation can be devised 
for obtaining this result? 

That briefly Summarizes the question which was sent 
out to more than half a million American business men by 
the United States Chamber of Commerce for a referendum 
vote from the 985 commercial organizations throughout the 
country which compose the chamber. The vote will repre- 
sent a wide range of industrial interests and opinions, and 
it should, therefore, reliably indicate to Congress how the 
business men of the country look on the water-power ques- 
tion. 

The vote will be taken on the basis of a series of recom- 
mendations contained in the report of the Chamber's Spe- 
cial Committee on water power development. 

List of Recommendations 

The report is favorable to positive federal legislation to 
encourage water-power development. The recommenda- 
tions are: 

I. — ^That federal legislation encouraging the development 
of water powers should be at once enacted. 

II. — As to all development, whether within or outside 
the public domain, a separate act of Congress should not 
as at present be required for each development, but the 
authority to issue permits should be vested in some depart- 
ment or commission designated for that purpose and under 
conditions protective of the interest of the public and of 
the investor. 

III. — Permits should be issued for a period of at least 50 
years, unless at the option of the applicant a shorter period 
is agreed upon, and should be irrevocable except for cause* 

IV. — A toll should be imposed by the Government only 
on power developments on the public domain or benefited by 
head-water improvements maintained by the Government. 
Such tolls should be based upon the horsepower actually 



developed, used and sold. The tolls should be reasonable, 
and proportionate to the benefits actually derived. 

V. — If public lands form only a small and incidental part 
of the entire development, the licensee should be entitled 
to acquire the right to use such lands, paying the Govern- 
ment fair and just compensation for such use. 

VI. — At the expiration of the license period the Govern- 
ment should have the right to recapture the property for 
itself or for a new licensee upon the payment of fair and 
just compensation for the property and for all .dependent 
property, if taken; and if the dependent properly is not 
taken, then fair and just compensation should be paid for 
all severance damages. Provision should be made that, all 
things being equal, the original licensee have priority over 
any new licensee. 

VII. — At the expiration of the license period the Gov- 
ernment should ( I ) agree with the licensee as to the terms 
of a new license; (2) recapture for itself or for a new 
licensee; (3) continue the license under the original terms. 

VIII. — Rates and service should be regulated by state 
commissions where the service is intrastate, and only by 
federal authority where the service is interstate and the 
commissions of the states which are directly concerned do 
not agree or there is not state commission. The exercise 
of any federal jurisdiction over the issuance of securities 
would be unnecessary and unwise. 

IX. — No preference should be allowed as between appli- 
cants^ whether a mimicipality or otherwise, which amounts 
to the granting at the expense of the Government of a sub- 
sidy creating unequal competition in the same market. 

Exceeds Total Steam Power 
The report begins by pointing out that it is estimated that 
the undeveloped water power of country exceeds the total 
steam power now in service. The federal Government con- 
trols much of the water-power resources of the country; 
but, says the report, "in recent years the policy of t^e 
federal Government in this repect to these powers has been 
such that their development, instead of being encouraged, 
has been almost prohibited." 

The report continues: "One of the first things to be 
clearly perceived * * * is that water power develop- 
ments are not exceedingly profitable undertsdcings earnestly 
sought by capital as a means of securing large returns on 
a small investment ; but that, on the contrary steam power 
is the superior of water power in almost all respects. In 
order to procure the adequate development of water power, 
inducements must be offered." 
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Government Adopts Course 
Railroads Long Sought 

By Samuel 0. Dunn, E-ditor of The Railway Age Gazette 



ONE of the main objects of our past government regu- 
lation has been to compel the railways to compete. 
One of the main purposes of the new government 
control is to stop all competition and cause the railways to 
be operated absolutely as a single system. 

Many of the detailed regulations adopted under the old 
system — train crew laws, eight-hour basic day laws, regula- 
tions limiting demurrage rates and minimum carload 
weights — directly tended, like the laws enforcing competi- 
tion, to limit the traffic which could be handled with a given 
amount of facilities. Direct government control purposes 
to make possible the handling of the maximum traffic with 
existing facilities. 

One of the principal objects of government regulation has 
been to prevent the net return of the railways from becom- 
ing too large. One of the main purposes of the adoption 
of government control is to prevent their net return from 
becoming too small. 

In brief, the purposes for which the new system of con- 
trol has been adopted are almost the opposites of those to 
which the old system of regulation has been directed. 

Some say government control was made necessary by a 
breakdown of railroad management. It looks much more as 
if it was made necessary by a breakdown of regulation. 
Since Director-General of Railroads McAdoo took charge, 
he has devoted himself to carrying out, not policies of regu- 
lation inaugurated before, but policies of management in- 
augurated before, or which the Railroads' War Board de- 
sired to inaugurate, but could not because of law-made 
obstacles. The Interstate Commerce Commission, wisest 
and ablest of regulating bodies, saw the way things were 
going, co-operated with the railway managements in every 
way it could, and tried to get the most harmful laws sus- 
pended; but its efforts failed. 

Repressive Regulation and Returns 

If railroad management broke down it was because the 
managers tried to operate the roads with the utmost effi- 
ciency while staying within the statutes — in other words, 
because they were not lawless enough I 

Eleven years ago James J. Hill wrote a famous letter to 
Governor Johnson, of Minnesota, giving warning that per- 
severance in the policy of repressive regulation then being 
adopted would render the railways unable to earn net re- 
turns sufficient to the adequate expansion of their facilities. 
This prediction often has been repeated since by leading 
economists, railway managers and business men. They did 
not foresee that this crisis in our transportation affairs 
would come in the midst of a great war. They did foresee, 
however, that unless the policy of regulation being followed 
was changed, a transportation crisis would come as soon as 
from any cause or causes, there recurred a great revival of 
industrial and commercial activity. 

Many people speak of the present traffic of the railways 
as "abnormal." The increase of traffic during the last two 
years and a half has been abnormal ; but the rate of increase 
during the last ten years has not been. The increase in 
freight in 1917 over 1907 was about 100 percent. The 
increase in 1907 over 1897, without any great war inter- 
vening, was 150 percent. Experience has shown that in 



peace or war we should prepare for an augmentation in the 
demand for transportation of 100 percent in every decade. 
Our regulating bodies have ignored this experience apd dis- 
regarded the recession of railway development which has 
been occurring; and we are now paying the price. Other 
causes contributed toward the railway revolution which 
occurred at the end of 1917, but restrictive regulation was 
its main cause. 

♦ ♦ ♦ 

President Wilson also recognized the fact that restrictive 
laws had denied the railways an opportunity to operate 
with maximum efficiency, for in the statement which he 
issued on December 28, in taking control of operation for 
the government, he said: 

"Complete unity of administration in the present circum- 
stances involves upon occasion and at many points a serious 
dislocation of earnings and the committee (the Railroads' 
War Board) was, of course, without power or authority to 
rearrange the charges or effect proper compensation and 
adjustments of earnings." 

In addition to being hampered by laws designed to en- 
force competition, the Railroads' War Board was hampered 
by inability to increase minimum carload weights or demur- 
rage rates without governmental sanction; but these diffi- 
culties were reduced to a minimum by the voluntary and 
generous co-operation of thousands of shippers in loading 
cars to capacity and in loading and unloading them as 
promptly as possible. 

♦ ♦ ♦ 

When Peace Conies 

Perhaps the solution of our railroad problem will be 
found in some system of regional railroad holding compa- 
nies, with centralized direction of management, subject to 
regulation by regional federal railroad commissions, from 
which there will be appeal to the Interstate Commerce Com- 
mission. Possibly the solution will be found in some scheme 
of government control of the management of all the rail- 
ways operated as a single system, with government guaran- 
tees of net returns, such as that which has been adopted for 
the period of the war. 



H. W. Fuller Appointed to Nev^ Position With Northern 
States Power Company 

H. M. Byllesby & Company announce the creation of the 
position of vice president in charge of operation of North- 
em States Power Company, and the appointment of H. W. 
Fuller to this office, with headquarters at Minneapolis. In 
this capacity Mr. Fuller will relieve R. F. Pack, vice presi- 
dent and general manager, of operating responsibilities 
which have increased greatly as a result of the rapid growth 
of the Northern States organization. 

Mr. Fuller has been associated with Byllesby & Company 
for seven years, devoting a large part of his time to the 
solution of special operating problems. 



Russia sustains her reputation as the "On-again-off-again- 
gone-again-Finnigan*' of the war. 
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What Nourishes a Pup 
May Starve a Dog 



HERE is an analogy of striking force coined by some 
genius in the service of the Bay State Street Railway 
Company of Boston: (The application is general.) 

Once upon a time there was a man who bought a little 
pup. He was a poor man and had to be economical. ''This 
pup," he said, "can live and grow fat on ten cents' worth 
of meat per day." Therefore he gave the animal that much 
meat. 

The months went by and the pup grew into a big dog. 
He was so big that he gobbled up the ten cents' worth of 
meat at a mouthful and barked for his master to give him 
more. 

But the owner said, "Ten cents' worth of meat was 
enough for you when you were a pup and it must be enough 
for you now." 

After a time the cost of meat doubled, but the owner 
continued to give his dog ten cents' worth and no more. 

As a result of this treatment, the dog grew thin and weak 
and after a while he dropped down in a corner of the yard 
and died. 

"Gosh!" exclaimed the late owner, "I didn't think that a 
dog getting ten cents' worth of meat would starve to death." 

Moral : What nourishes a pup may starve a dog. 

Moral Number Two : Pup fares will not nourish a Street 
Railway Dog. 

Higher Costs of Utilities and Con- 
trol of Their Rates 

THE higher costs of utilities and commission control 
of rates, as discussed by Thomas Conway, Jr., 
Ph. D., professor of finance in the University of Pennsyl- 
vania, is a question that is more and more impressing itself 
on the public mind. It will be of interest to repeat the fol- 
lowing from Dr. Conway's address: 

"The Cleveland Electric Illuminating Co., serving the 
great city of Cleveland, in the first seven months of 1917 
had gross earnings of $490,919, an increase of 37.6 per cent 
over the earnings for a similar period of the previous year. 
Operating expenses, however, were $325,042 as contrasted 
with $198,241 in the same period of the preceding year — 
an increase of 64.0 per cent. In consequence of this ex- 
traordinary growth in operating costs, net earnings avail- 
able after paying interest charges declined from $119,319 
to $112,430. 

"Another illustration is furnished by the experience of 
the Milwaukee Light, Heat and Traction Co. The prop- 
erty of this corporation has been valued by the Wisconsin 
Railroad Commission and its capitalization is below this 
valuation. Because of large increases in operating ex- 
penses, this corporation, after paying operating expenses 
and bond interest showed a deficit of $8,278 in the first 
seven months of 1917, while in a like period in 1916, it 
earned a surplus of $213,622. 

"Among the gas companies, the showing has been equally 
unfavorable. The People's Gas Light and Coke Co. of Chi- 
cago earned 8.39 per cent on its stock in the calendar year 
191 5. In 1916, because of the tremendous increase in the 
cost of coal and oil enricher, net earnings were reduced 
over 35 per cent, the company earning only 5.39 per cent 
on its stock. 

"I might multiply the record indefinitely, but all that I 
could do would be to show over and over again the effect 



of the alarming increase in operating costs upon the finan- 
cial welfare of all classes of public utilities. The essential 
difficulty is common to all forms of utilities. The amount 
which remains for the investor is the diflFerence between 
gross receipts — representing the amount of service sold, 
multiplied by the average rate — and cost of operation, in- 
cluding taxes and depreciation. Rates have remained sta- 
tionary while operating costs have increased. The result 
has been a decrease in net earnings available for interest and 
dividends. 

"The rise in operating costs has been due entirely to the 
tremendous increases in the cost of materials and supplies 
of every class and to the higher wages which the companies 
were compelled to pay because of wage advances in other 
industries which are the utilities' competitors for labor. 

"The utilities are turning to the public service commis- 
sions for relief. They are asking that rates be sufficiently 
increased to equalize the growth in operating expenses. The 
future of the public utility is dependent largely upon the 
broadmindedness with which well-founded pleas are re- 
ceived and considered." 



"Light— God's Eldest Daughter." 

And now someone has decided that the way to s^ve the 
fuel situation in this country is to cut off electric light 
displays at night. Here is a word from Henry L. Doherty 
on that point which might be of interest to you : 

"In regard to the story which has appeared in the 
newspapers, telling of the proposed regulation of electric 
signs in order to conserve coal. I want to say that the 
current consumed by electric light signs does not represent 
one-half of one per cent of the fuel used. There are many 
better ways of saving fuel because some savings are not 
true economies. 

"We must always remember that war is largely a matter 
of psychology. The confidence, or the lack of confidence 
on the part of the various opponents may prove in the end 
to be the determining factor. 

"Light inspires optimism; light attracts everything am- 
mate, from bugs to men. Curtail sign lighting throughout 
our American cities and you substitute darkness for light,, 
you encourage pessimism. 

"I was in London at the beginning of the war and saw 
the city darkened as a protection against Zeppelin raids, 
and I know the depressing effect the darkness had upon 
the people. I saw buoyancy give way to pessimism and I 
don't want that to happen in this country." 



Elrin-go-Bragh 



A lumber jack who had imbibed too freely the night be- 
fore was being booked by the desk sergeant. 

"Phat's your name ?" asked Sergeant O'Reilly. 

"Ole Olson," replied the prisoner. 

"Your age?" 

"Twenty-nine." 

"Your business, Misther Olson ?" 

"Lumber jack." 

"Phat's your native country?" 

Now, a friend of Ole's had told him that if ever ne was 
haled before Sergeant O'Reilly, who was exceptionally par- 
tial to the auld sod and "them as come from it," not to fait 
to say he was from Ireland. 

"Ireland," meekly replied Mr. Olson. 

The sergeant's pen ceased to move; it fell through the 
half -limp fingers. A look, a leap — I'll teach yez a better 
opinion o' the land o' me birth," growled the sergeant as 
they carried Olson to a cot. 
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The Invisible Servant 

By J. L. Turner, Supervisor of Traffic, New York Telephone Company 



MIDNIGHT — and the big city sleeps. A few restless 
souls have spent the evening in pleasure — at the- 
aters, restaurants, dances, and other places of 
amusement — and a few others have been working well into 
the night. Most of them are hurrying home, and soon a 
great stillness will reign over all. 

A little later, and only a few *'night owls'' and night- 
workers remain. The life of the city has stopped, ap- 
parently, while sleep rests all and prepares them for a new 
day. 

♦ 9(e 9|C 

But the Invisible Servant is awake and alert and "on 
guard" throughout the night, never asleep, never relaxing 
her vigilance and ready always for any call that may come 
to her. 

And calls do come. Someone is ill, or someone dies; 
someone is detained and cannot get home; someone meets 
with an accident ; someone is endangered by fire ; someone's 
house is broken into ; to someone a child is born. Frequent 
and urgent are these calls for assistance while the city is 
wrapped in slumber. 

4c 4c 9(e 

Day breaks, and very slowly the city awakens. The milk- 
man, the baker, and the newsboy make their rounds. Those 
who are "early to bed and early to rise'' tumble out and 
dress in the half light of early morn, and after a caught-up 
breakfast hurry on their way to begin the toil of the new 
day. 

Then lightly begins the noise of the city, while more and 
still more heed the call of the wakening day and rub from 
their eyes the lingering sleep that has sealed them through 
the night. Soon business opens doors and takes down shut- 
ters, while the late comers arise and breakfast. 

A little louder grows the noise. 

The Invisible Servant is much busier now as she is called 
by many as they begin their day's work. Soon comes nine 
o'clock and nine-thirty, and then the Invisible Servant 
starts on the busiest stretch of her day, during which her 
nimble fingers, grown dexterous through practice, and her 
alert and highly trained mind speed along through a rush of 
work that seems bent upon overwhelming her. 

Ten o'clock, and the city is wide awake, working its hard- 
est. In fact, from now until nearly noon it is rushing along 
at its fastest pace, refreshed after its night's rest and simply 
awhirl with the full-steam activities of its millions of souls, 
not one of whom is idle and every one of whom is crowdini^ 
this morning hour to its utmost capacity. Each part of the 
city has its rush, characteristic of its people and its inter- 
ests. The business world, the professional world, the social 
world, the domestic world, each one is up and doing — and 
doing everything with a will. 

To no one is this wild turmoil more apparent than to the 
ever-constant, ever-faithful Invisible Servant who speeds 
along with lightning-like rapidity, serving the calling mil- 
lions with clear head, unruffled temper, and sympathetic con- 
cern. Marvelous is she, as she combines the speed, reliabil- 
ity, and exactness of the finest machine with the intelligence, 
courteous refinement, and personal interest of the very 
highest order of human service. And this she does in the 
face of this veritable tidal wave of demands for her assist- 
ance. 

Noon comes and with it a slowing up of human activities ; 
for men must eat and rest, whether it be for only a few 



minutes for a sandwich or two at counter or desk, or wheth- 
er it be for the leisurely repast of the well-to-do or the in- 
dolent. The business world divides, half dropping its 
tools at noon, while the other half keeps business alive and 
waits patiently for the next hour to begin. But whether it 
be noon, 12 :30, i or 1 130, the Invisible Servant must be 
alert and ready. She is not so busy now, but even so, there 
can be no let-up in her constant vigil. 

* * * 

Then once again the city takes up its task and settles 
down for a steady pull through the remaining hours of the 
working day — not quite so energetic as in the morning and 
perhaps a little heavy from a too hearty lunch, but hard 
working just the same. Then as the sun slowly sets and 
dusk creeps over the city, "business," as we "telephonists" 
term all human activity, gradually falls away as it nears the 
end of the day's race, just as in a classic marathon the run- 
ners begin to string out and finally drop out of the race as 
the leaders near their goal. 

Dinner time comes and the Invisible Servant's duties 
slacken a little, but only for a short time, for then the pleas- 
ures and recreation of the evening hours begin, and not even 
at such a time do her labors cease. Another rush occurs, 
for this full-blooded city of ours does not do things by 
halves. It crowds the evening with pleasure as it crowds the 
day with work; but for the Invisible Servant it is all the 
same — the labor of pleasurable and pleasure-giving personal 
service. 

* * ♦ 

Gradually the evening passes and night overcomes the 
tired city. Quieter grows the noise, and once again comes 
midnight, followed by the "dead of night," when no one is 
awake but the few night toilers, those who are in trouble, 
and — the Invisible Servant guarding and watching over all, 
ever wakeful and ready. 

* ♦ ♦ 

Perhaps you have guessed who she is. We in the Tele- 
phone Company know her, and we love and reverence her. 
Above all, we are proud of her, for she is part of us, and 
through her is expressed the strong and lasting spirit of 
service, which is the lifeblood of our organization and which 
is in the very heart of us. 

The Invisible Servant is the unseen but ever-present tele- 
phone operator. Even though she cannot see you and does 
not know you, she is happy to serve you. She is most 
happy when you are most pleased with her service, and she 
appreciates greatly the kindliness you always show her. If 
she sometimes makes a mistake, it is only because she is 
human — ^just like all of us — and not because she would 
willingly annoy you or fall short of the high ideals of serv- 
ice she has constantly in mind. 

We wish everyone knew her better. We wish everyone 
could see her at work. Some few thousands have had that 
privilege — and have marveled — but they are only a few in 
a city of millions. And so we are always glad to tell some- 
thing about this Invisible Servant who is at the beck and call 
of everyone. No doubt many of the company's employes 
frequently have opportunities to tell subscribers more about 
her, her work, and her "workshop," or to arrange for visits 
to the central office where the subscribers could see her and 
could learn how they can help her in the rendering of this 
great public service, which depends so much upon "team 
work all along the line." It would be "team work" to make 
the most of all such opportunities. 
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HE bill proposing 
a new form of 
city government 
for Chicago is attracting 
much attention in quar- 
ters over the country 
where improved munici- 
pal government is a mat- 
ter of consideration. No 
one will deny that in 
Chicago, as in all the 
larger cities, there is 
room for great improve- 
ment. He who discov- 
ers a way of running a 
modem city without the 
interference of selfish 
politics will come close 
to giving us a panacea. 
Politics, of course, can- 
not be divorced from 
political government, but 
selfish politics at least should be. That is, the spoils system 
should once for all be abolished. Yet we are not among 
those credulous souls who are able to sight its doom yet. 
We believe always in the possibility of steady improvement 
in city government ; we wish the day was at hand when city 
government, and all divisions of government, were con- 
ducted on a merit basis, on the same basis of maximum ef- 
ficiency and economy which characterizes private industry. 
Until we reach that day we shall not have the kind of city 
government we need. As to forms, we have tried many of 
them in this country. Each one has been ushered in with a 
blare of trumpets as the final reform that was sure to bring 
the desired results. But each in turn, though it may have 
brought some degree of improvement, has failed of speci- 
fications. So our net experience thus far has been that 
forms are about as good as the personnel and little if any 
better. The direct primary came to cure all the ills of the 
body politic. It was going to give us better standards of 
intelligence for public office. Is there a man who is willing 
to say that the primary has done this? On the contrary, 
hasn't the primary done the opposite thing in very many 
oases? Hasn't it let down the bars and invited less dis- 
crimination as to individuals than the old convention sys- 
tem did ? If not, why not, since under the primary the race 
is open to everybody with the filing fee? There must be 
something to the contention that even under the old system, 
the "manager" felt obliged to secure at least as good a ticket 
as the other fellow would. We are certainly not arguing 
for "boss politics/' but we do believe with those who have 
concluded that the primary has woefully failed to accom- 
plish the results desired and promised. 

* * * 

That is not a reason, however, for hesitating to go further 
in the line of experimental forms of city government. If 
we admit that what we have is not the best, we thereby im- 
ply the necessity for further experimenting. Only we 
should not be cock-sure every time that results are coming 
up to specifications. We need to allow always for the ele- 
ment of human weakness and selfishness. We hope Chicago 
succeeds in getting out of its present plans something 



that will invite a better selection of officials and better ad- 
ministration of office, for it would be a most inspiring thing 
for the second city of the land to jump out in the lead for 
good government. Some of the best judges who have ex- 
amined the new bill regard it as a most promising proposi- 
tion, but it will undoubtedly undergo many changes when it 
gets into the legislative hopper. The measure was prepared 
by the Chicago Bureau of Public Efficiency, which has a 
very good standing among Chicago's best people. 
■ * * * 

Kansas for a State Manager 

Ciiy managers are becoming numerous, but thus far no 
state has gone on the manager plan. It is but natural that 
Kansas should take the lead in proceeding in that direction. 
It has a new law creating a state manager for all public in- 
stitutions, which is regarded as only a step toward the whole 
state manager proposition. The law was enacted by the 
1917 legislature. It provides for a "board of administra- 
tion," which shall appoint the manager and fix his salary, 
discharge him whenever it feels like it and name his suc- 
cessor. Apparently tenure depends entirely on satisfying 
the board. That being true, the first prime necessity would 
seem to be a board of broad and fair-minded men, with the 
sanest sort of business balance and then the employment 
of the best available man for manager. Unless a degree of 
permanency as to tenure can be assured, it would seem an 
uninviting office to the right sort of man. So again even 
this advanced step in the method of government is fraught 
with something of the same human frailty that somehow 
gets into most everything which human beings do. The 
upshot of it all is that we need not expect miracles in gov- 
ernment. Whatever plan will do most to centralize author- 
ity and raise the standard of official personnel, eliminating 
political interference to the minimum, will do about all that 
can be expected. Possibly Kansas' plan will do that; we 
do not know. One thing we do know, it is high time that 
all cities and states and even the federal government were 
hitting on some means of getting the best available men 
into office. How to accomplish that, however, is beyond 
our ken so long as some of the ways and means of securing 
nominations and hampering officeholders remain in vog^e. 

♦ ♦ ♦ 

Taxpayers too Careless 

Taxpayers are sometimes very careless about spending 
their money. They invest in officials with neither the train- 
ing nor ability to vouchsafe adequate returns. Taxpayers 
as a rule are not so careless when it comes to making pri- 
vate business investments. The trouble is they do not view 
their public investments as investments as much as they 
should. The average voter — ^and the average voter is a 
taxpayer — goes to the polls in a sort of slip-shod mental 
attitude, knowing little and often caring less about many 
men on the ticket. He doesn't consider that by dropping 
his ballot into the box he has made an investment, but he 
has. He has helped to invest every dollar of the city's re- 
sources. He has helped to turn over to a set of men the 
most valuable interests within the municipality. Perhaps he 
is but slightly informed as to the capabilities of the men 
for whom he voted, or perhaps he knows all about them 
and knows that most of them have but small fitness for the 
offices to which they aspire. "Oh, well," he says, "what's 



Page 78 



Digitized by 



Google 



the difference? Jones and Brown are good fellows and 
somebody has to have the office; it might as well be Jones 
and Brown as anyone else." But what a difference it would 
make if Jones and Brown had come to this man applying for 
positions in his own business, positions of responsibility. 
Why, he would run down every possible avenue of informa- 
tion to get a line on their records and experiences to de- 
termine whether or not they were fitted for the positions 
for which they had applied. 

♦ ♦ * 

There is where a lot of the trouble lies. And so long as 
it does, so long will the best of plans and forms of govern- 
ment count for less than they promise. Pope had it: 
"For forms of government let fools contest, 
Whatever is best administered is best." 

* * * 

A Good Selection 

John H. Roemer of the firm of Cummins, Roemer, Flynn, 
Milkewitch & McKenna, counsel to H. M. Byllesby & Com- 
pany, has been appointed one of a board of five appraisers 
to fix the value of the Bush Terminal properties in Brook- 
lyn which have been taken over by the government for the 



period of the war. The valuation determined will be used 
as the basis for establishing the rental to be paid by the 
government. Those who know Judge Roemer will applaud 
5ie wisdom of his selection for this highly important work. 
Judge Roemer, before joining his present firm in Chicago, 
was chairman of the Wisconsin Railroad Commission. In 



that office he established an enviable reputation as a fair 
and able representative of the people, dealing impartially 
with all the important interests and questions coming be- 
fore the commission. 



Utility Publicity 

G>inpany Tells Why It Is Justified in Such 
Elxpenditures 

The Electrogram, published by the Puget Sound Trac- 
tion, Light & Power Company, makes this very sound state- 
ment on "The Purpose of Utility Advertising**: 

This company has been criticized for spending money 
for advertising. It would be just as reasonable to criticize 
a store or a hotel or a railroad. The ordinary function of 
advertising is to promote sales and to make better business. 
And that is what it does. Every advertiser will testify to 
that. 

Utility advertising is intended primarily for the public. 
Its purpose is to build up better relations between the public 
and the utility, and if it accomplishes that result, the public 
benefits by receiving better service because of those better 
relations. 

In any considerable community transportation utilities 
arc necessary to the well-being of the individuals consti- 
tuting that community, for the primary purpose of such a 
utility is service. A street railway system is as necessary 
to Seattle as a right hand to a working man. A man and 
his hand coexist. The hand is part of the man. A com- 
munity and a public utility coexist. The utility is part of 
the community. The hand can*t exist without the man. The 
utility can't exist without the community. 

There are certain fundamental relations between a man 
and his hand. The most important of these is co-ordination. 
Without co-ordination the hand would be able to render the 
man no service. The nerves are the co-ordination links 
between the man and his hand. 

The same fundamental relations exist between a com- 
munity and a public utility, and again co-ordination is the 
.first and most important of these. Without co-ordination 
the utility's service to the community is impaired. Publicity 
is the co-ordinating link betwen the public and the public 
utility. It is a vital essential to the best service. 

The public is kept informed as to these relations, it is 
informed as to service, as to the lack of co-ordination, as 
to the purposes and desires of the utility, as to its ability 
to meet all public demands, as to their reasonableness, as 
to the physical wear and tear on itself, as to overwork, if 
the utility is overworked, as to the conditions under which 
it renders service, as to obstructions and obstacles in the 
way of desired service, as to changes made in operation to 
facilitate service, as to the lines of least resistance along 
which service can proceed to the best advantage of the 
public — all of this the public learns only through mainte- 
nance by the utility of proper and adequate methods and 
means of publicity. 

This knowledge and much more is necessary if the public 
is to enjoy the highest use — the best service — of its public 
utilities, and utilities that fail to furnish such information 
fail to perform their fullest duty to the public they serve. 

Our publicity is intended and designed to furnish this and 
all other information within our reach in which the public 
may have an interest. Does the public want to be deprived 
of It? 



Well, Old Boreas can have no room to complain that re- 
strictions hampered him this winter. If he didn't do his 
worst it must have been his own fault. 
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Public Good Will — Its Importance 



By W. E. Redwine 



TO SECURE, foster, and maintain the public good 
will is one of the most vital and important questions 
involved in the transaction of the telephone business. 
Strikingly characteristic in its relations with the public, 
the telephone comes more directly in contact with its senti- 
ments and opinions than any other utility, business, or 
industry. The maintenance of the public good will, which 
is essential to telephone development and expansion, as 
well as being an important factor in determining the grade 
of service rendered, has been in the past a most vexatious 
problem and will continue to be such in the future. 

Explanation and co-operation are the master keys instru- 
mental in securing the good will of our subscribers and the 
public in general. In order that this explanation may be 
effective, it must, above all, be frank, thorough, explicit, 
and straightforward. 

The very nature of the telephone business differs materi- 
ally from any other business that may be cited ; a difference 
which is not comprehended or appreciated by those not 
versed in telephone practice. It is the existence of this 
fact that makes explanation so necessary. Almost univer- 
sally, in the world of supply and production, as the volume 
of the output or production increases, the cost per unit of 
such production decreases. This fact or condition is 
established in the mind of the common public almost as an 
axiom. Such a theory is not applicable to the rendering 
of telephone service; in fact its reverse is more nearly 
true; for as the number of stations increases the cost per 
station likewise increases. This one point, if explained 
to an unknowing or questioning subscriber, not by a forced 
explanation, but rather by a frank, enthusiastic explanation, 
will materially broaden his viewpoint concerning telephone 
conditions and will make him more appreciative of our 
system and service and probably remove some unfounded 
prejudice which had been formed owing to lack of in- 
formation. 

As to Prompt Service 

Many a telephone user does not see beyond the instru- 
ment in front of him. He forgets that there are hundreds 
and probably thousands of persons placing calls at the 
very same instant as he, and that they, too, are likewise 
entitled to equal service and attention. He forgets or pos- 
sibly does not know that we have "rush hours'' just as 
the bank, the store, or the postoflfice. He forgets or does 
not understand that our operators may be fulfilling their 
duty to the letter and still he may not get his party. To 
such a subscriber it might be well to point out that no 
concern serves him so promptly as does the telephone com- 
pany. In line with this it might be well to inquire if any 
other company or concern causes him as little delay as 
does the telephone company. Can he secure the services 
of a clerk, a bank cashier, a salesman, or any one for that 
matter, as quickly as that of the telephone operator? If 
the conditions relating to our traffic and maintenance are 
readily explained to a subscriber, in reference to his particu- 
lar case, the time used in such explanation will not be 
wasted. On the other hand, it will be profitably spent. The 
subscriber or prospective subscriber will leave our office 
knowing more than when he entered, and knowing 
something that he should know, of our service. 
In nine cases out of ten he will appreciate the co-operative 
spirit extended to him. He will know that we are playing 
the game squarely and in the open. This leads me to con- 



sider more directly another key to securing and maintain- 
ing the public good will, namely, co-operation. 

Value of Co-operation 

Co-operation is a wonderful thing. It makes for efficiency, 
harmony, and completeness. It makes a very good "office 
motto'' and may well be extended upward and outward, 
permeating the whole system. We believe in co-operation ; 
we are always willing and eager to extend it. We should 
spare no effort in imbuing our subscribers with the same 
spirit of co-operation. We want our subscribers to be 
reasonable without telling them that they are unreasonable. 
In many cases where a subscriber is unreasonable it is 
because of lack of information or misinformation. 

This information which he has received from some unau- 
thentic source has helped to form a prejudice. 

That prejudice must first be overcome before we can hope 
to secure co-operation. This is most easily accomplished 
by showing him wherein he is wrong, at the same time 
showing him that you are interested in his case. Do not 
tell him that you are interested but make it so evident that 
it becomes prima facie. Be courteous and patient. Use 
explanation in preference to argument, but at the same 
time always stand ready to meet any argument. Your time 
is a second consideration ; the satisfaction is the 
prime consideration, that is the result for which wt 
are striving, and no reasonable effort should be spared to 
attain that result. In most cases it will be found that his 
unreasonableness was brought about because he did not 
understand the conditions or circumstances. 

Afraid ol the Word 

The common attitude of the public toward a corporation 
is that of aloofness. The word corporation, to some minds, 
seems to convey the vision of "oppression of the people," 
while offering power, advantages, and privileges to the 
corporation. 1Mie more monopolistic the tendencies of the 
corporation, the greater would be the oppression, according 
to this fallacious assumption. We are glad to note here 
that this belief is gradually giving way to a more bona 
fide interpretation. No corporation is more monopolistic 
in its tendencies than the telephone. But this very inherent 
condition enhances the value of the telephone service to the 
public. It is vastly different from a "corner" on the wheat 
supply or an absolute control of the entire oil production. 
Such conditions might, and undoubtedly would, work to 
the disadvantage of the public. But if every telephone in 
the entire community were connected to the same system, 
under one and the same management, making an absolute 
monopoly as it would, it would indeed be to the increased 
advantage of the public. For it is the number of possible 
connections that to a large degree determines the value of 
a telephone. A mere telephone instrtunent is little more 
than a toy. It is the connection to the other end of the 
line which makes the telephone a scientific instrument. It 
is this, together with the quality of service rendered, which 
determines the value of the telephone to its user. 

It does not make much difference from which main 
comes your water supply as long as that water is good and 
pure. It makes little difference to you whether the entire 
city gets its water supply from the main out of which you 
are supplied. But it does make considerable difference 
to you whether or not you are cotinected with the telephone 
system that serves a majority of the telephone using ptiMic. 



Page 80 



Digitized by 



Google 



And it is this fact which tends to make a telephone cor- 
poration more monopolistic in its nature than any other 
corporation. Although realizing that a telephone company 
is subject to regulation, some people can not see wherein 
they are benefited by this monopolistic tendency. So this 
is another condition which we must meet and which we 
must explain to our subscribers. Show them that our rates 
are just and nondiscriminatory; show them with our rate 
schedule spread before them, if need be, that they could 
quote telephone rates practically as well as we, and that 
any tendency toward monopoly means simply an increased 
number of possible connections from his own individual 
telephone, either over exchange circuits or toll leads. 

Mix in the Community. 

Much can be done toward maintaining the good will 
of the public by taking an active part in the affairs of 
interest to the community. Affiliate with some influential 
lodge, society, or order and take an active part in the work 
of the organization. Get acquainted and mix well. There 
is no better way to feel out the local sentiment and get in 
accord with that sentiment. 

The responsibility of securing and maintaining the public 



good will rests on no particular branch or department. On 
the contrary, it rests on the whole system. From the mes- 
senger boy to the president rests that responsibility, with 
every employee, and every employee can do something to 
further the good cause. The manager, advance and right- 
of-way man, the gang foreman, the lineman, the trouble- 
man, the operators, and in fact every one is in a position 
to exercise some influence, however small. 

In bringing about the highest degree of public co-opera- 
tion and good will we have at the outset many prejudices 
to overcome. It matters not concerning the ground or 
foundation of these prejudices, whether they be strong 
or weak, real or fancied, justifiable or not, the fact that 
they exist demands that they be met. Let us not be dis- 
couraged by the past, by any reverses or any unpleasant 
instances that may linger in the memory, but rather profit 
by these experiences, marshal the facts and Conditions, 
and with added zest and energy prepare to meet th6 next 
point of contact, which is sure to come, in complete readi- 
ness, fairly, squarely, and justly. Examine each case or 
instance thoroughly and proceed according to your own 
judgment and experience, augmented by our universal 
policy of uniformity and nondiscrimination. 



Japanese Telephones 



By Arthur King Wilson 



THERE are many pleasant things about life in Japan, 
one of them is that when you get hard up you can 
take your telephone out and pawn it for two or three 
hundred. 

Telephone numbers in Japan are a commodity, just as 
wheat or railway stocks. Numerous brokers with large 
capital deal in telephone numbers. They buy and sell num- 
bers at the current market quotation of the day. Other 
business men buy up numbers when they are cheap and rent 
out the telephones at so much a month. Others again lend 
money on the number just as a pawnbroker here would 
lend on your diamond ring. 

This interesting business development is the result of the 
government telephone monopoly, and the failure of the 
government to keep up with the demand for service. An- 
nually parliament appropriates a certain amount for tele- 
phone extension. When that sum is gone no more instru- 
ments can be put in that year. The monopoly yields the 
government a profit of 10,000,000 yen. But this money 
goes into the general fund and is not available for tele- 
phone extension. 

As a result of this situation when Mr. One Two decides 
to start in business as a grocer he goes up to the gorvem- 
mental telephone headquarters and applies for a telephone. 

"I shall put your name on my honorable list of appli- 
cants," replies the sogaisha-like clerk girl behind the counter. 

"How long I am going to wait?" inquires Hon. Grocer 
One Two. 

''Well, maybe two-t'ree year,'' replies Miss Apple Blos- 
som. "Not long any way." 

"But," protests One Two San, "that very long time to 
wait." 

"Long time?" inquires the charming Apple Blossom. 
"Why, some peoples make apply seven, eight year ago — no 
got yet. Hon. Tokyo Town now only 61,000 telephone — 
Japanese peoples here and all around got him 120,000 more 
name on waitee-waitee list." 

"No can wait," says Hon. Grocer One Two, and goes 
away very angry to the telephone broker. 

"How much you make him honorable telephone up at my 



peachy-blossom grocery house store quick-quick?" 

The so honorable telephone broker takes a look through 
his stock. "Here very nice number — 2222," he explains. 
"Suppose you like — five hundred doUa." 

"Two much," protests Mr. One Two. 

"No, no, very cheap," cries the dealer. "All number like 
5,000, 2020, 1234 — make the so-easy to remember — cost 
very big high. Five hundred every time." 

Mr. One Two takes a 'phone with a plain number for 
$400 and sets up his grocery, saving thus from two to five 
years' wait. 

The government allows the instruments to be taken out 
or installed without change of number. When the business 
man needs a little extra working capital he puts his tele- 
phone up as collateral for a loan. The instrument is not 
removed, but papers are drawn up which pledge the re- 
payment of the loan with usury upon a certain date. If 
the money is not paid the usurer comes in and removes the 
telephone, which he sells, or rents to some other Japanese. 

The highest price ever paid for a telephone number was 
1,250 yen, which translates into $625. The present market 
price is high, telephone service advancing in cost, like any 
other commodity, during times of business activity. The 
present quotation is from 800 to 1,000 yen, according to the 
desirability of the numeral combination. 

Of the 61,000 instruments in use in Tokyo 13,000 are at 
present in pawn. The amount of money lent on this secur- 
ity is said to be 5,000,000 yen. One may easily raise as 
much as $400 on a number that is regarded as desirable. 

To become a subscriber to the telephone system is doubly 
expensive. One must not only pay the 800 yen or more 
that the broker charges for a number, but he must pay 
the government sixty-six yen a year for the service. When 
he sells out, however, he can get back his original outlay. 
In fact, unless the Japs reform their monopoly methods, 
the investor in telephones is likely to make a profit, for the 
habit of wire conversation is growing faster than the equip- 
ment provided. The result is that 'phone numbers an- 
nually sell at higher levels. The Tokyo bankers and busi- 
ness men are in the habit of putting their surplus cash into 
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telephones whenever one is offered at a fair price. The 
speculative investor can rent out the *phone and after a year 
or two sell its number for a nice profit. Some business men 
make a business of leasing: telephones. One princely dealer 
of this kind owns i8o telephones and has an income that 
is beyond the dreams of the Japanese styles of avarice. 

An odd result of the system is that there are no private 
exchanges. The Marshall Field of Tokyo does not have 
half a hundred trunk lines united under one number. On 
the contrary he has half a hundred different numbers. 
Whenever business expands to the point of making an ad- 
ditional number necessary he goes out into the market and 
buys one. But to merge its identity in any of his other 
'phones would be to lose his purchase money. A number 
is a number, no matter whether it carries with it one wire 
or a dozen. The result of this system is that the would-be 
customer must start in on a list of ten, twenty or thirty 
numbers and call down until he arrives at an instrument 
that is not busy. — Chamberlin's. 



Small Investors in Large G)rporations 

The great corporations are owned largely by small invest- 
ors, not by Wall Street magnates, and they are steadily be- 
coming more and more democratized. A report just com- 
piled gives striking evidence of the spread of stock owner- 
ship. Fifty-five railways, including all the larger systems, 
now have more than 562,000 stockholders, the number hav- 
ing increased by 6 or 7 percent in the last year. Industrial 
companies to the number of 130 have almost 700,000 stock- 
holders, the increase in the last year being nearly 10 percent. 

The 55 railways include about two-thirds of the $8,680,- 
759,000 of railroad stocks outstanding. The average hold- 
ing is a little less than 100 shares. Of course, in every rail- 
road company there are a few large stockholders, and if 
these are omitted from the calculation the average holding 
of the great majority is seen to be very small. 

The figures from industrial corporations are more sig- 
nificant than those of the railways. The 130 companies 
reporting are only a small minority of the total. The aver- 
age holding of their 700,000 stockholders is less than $7,000 
par value, and evidently, as the number of stockholders 
increases, the amoimt of each holding decreases. If com- 
plete figures were available they would show several mil- 
lions of stockholders, with the number increasing by hun- 
dreds of thousands annually. 

The Standard Oil Company of New Jersey is generally 
considered as an extreme example of the type of close cor- 
poration owned by a few men of great wealth, yet 365 new 
stockholders were added to its list last year, making a total 
of over 7,500. Probably at least 7,000 of these stockhold- 
ers have not more than ten shares each. 

If this vast and increasing body of small investors will 
only make its influence felt it can soon put an end to the 
popular legislative sport of corporation baiting. — Chicago 
Tribune's Financial Editor. 



Steam Railroad Prices 

As FOR steam railroads, their cost of operation has 
soared so high, while their rates have been held 
rigidly to the low levels of anti-bellum days as to 
set up gravest of conditions for the nation at war, one of 
whose prime requisites is adequate transportation. 

The Adamson law alone, it was found, meant $60,000,000 
added to the railroad budget of expense. 

A compilation of eight items entering into railway ex- 
pense shows the following increases over the same items in 
the year ended June 30, 1916, according to an estimate by 
the Raikvay Age Gazette: 



Train service employes' wages (due to Adamson 

act) $60,000,000 

Other employes' wages 40,000,000 

Fuel (increase in price, 50 cents a ton) 100,000,000 

Taxes ( increase, 15 percent) 22,000,000 

Rails (3,000,000 tons, increase in price, per 

ton, $10) 30,000,000 

Locomotives (3,500 at increase in price of 90 

percent) 72,000,000 

Passenger cars (3,000 at increase in price of 50 

percent ) 18,000,000 

Freight cars (175,000 at increase in price of 50 

percent 105,000,000 



Total increase in these eight items $477,000,000 

Here are some comparative prices paid by the railroads 
as published in this magazine during 191 7, which speaks as 

intelligently as anything could on that subject, showing 

increases running from 50 to 200, 300 and almost 500 per- 
cent for some ar.ticles essential to railroad operation, and 
all the while rates have remained virtually stationary: 

Price Price Per Cent 

May, 1915 May, 1917. Increase. 

Locomotives (Switch) $15,600.00 $27,300.00 75 

Atlantic 20,240.00 35,400.00 75 

Pacific 27,000.00 47,290.00 75 

Mogul 18,235.00 31,900.00 75 

Mikado Passenger 24,580.00 43,000.00 75 

Mikado Freight 26,410.00 46,200.00 75 

Consolidation 21,320.00 37,300.00 75 

Mallet Mogul 38,800.00 67,900.00 75 

Mallet Consolidated 42,375.00 74,100.00 75 

Passenfifer Cars * 

Chair, Steel .* 12,500.00 18,750.00 50 

Coach, Steel 11,500.00 17,250.00 50 

Dining, Steel 22,000.00 33,000.00 50 

Baggage, Steel 7,700.00 • 11,550.00 50 

Postal, Steel 10,500.00 15,750.00 50 

Freight Cars: 

Box, steel underframe 1,255.00 2,010.00 60 

Box, wood underframe 1,100.00 1,930.00 75 

Flat, steel underframe 975.00 1,560.00 60 

Gondola, all steel 1,180.00 2,185.00 85 

Oil, all steel 1,570.00 2,900.00 85 

Spikes, per ton 30.00 69.00 130 

Bolts, per ton 36.40 80.00 120 

Angle Bars, per ton 29.00 53.00 83 

Boiler Steel, per ton 26.20 105.40 301 

Fire Box Steel, per ton 34.20 113.40 231 

Journal Bearings, per ton .... 251.00 575.00 121 

Bar Brass, per ton 305.00 810.00 165 

Sheet Brass, per ton 430.00 1,000.00 133 

Steel Castings, per ton 80.00 200.00 125 

Blacksmith Coal, per ton 1.50 4.50 200 

Coke, per ton 2.75 8.00 191 

Ingot Copper, per ton 280.00 680.00. 142 

Axles, per ton 26.00 85.00 227 

Copper Ferrules, per ton 363.00 1,226.00 237 

Pig Lead, per ton 74.00 185.00 150 

White Lead, per ton 45.00 203.80 353 

Manganese, per ton 68.00 400.00 488 

Nails, per ton 29.00 59.00 103 

Nuts, per ton 114.00 174.00 52 

Cast Iron Pipe, per ton 16.50 45.00 173 

Switch Points, per ton 40.00 70.00 75 

Rivets, per ton 28.00 84.00 200 

Manila Rope, per ton 19.50 38.00 95 

Soda Ash, per ton 13.80 33.80 145 

Spelter, per ton 380.00 800.00 110 

Car Springs, per ton 36.00 70.00 94 

Steel Billets, per ton 29.00 85.00 193 

Steel Tires, per ton 60.00 140.00 133 

Cotton Waste, per ton 97.00 163.00 68 

Cast Iron Wheels, long ton ... 14.65 26.25 79 

Couplers, per pair 14.50 30.80 112 

Switch Frogs, each 44.50 84.50 90 

Fuses, per gross 11.75 20.50 74 

Insulated Joints, each 3.85 7.85 91 

Car Roofs, each 29.40 57.50 95 

Steel Wheels, 36-inch 22.00 86.00 64 

Boiler Flues, per ft .09 .24% 1» 
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Rate Making Value and Rates 

Pennsylvania Superior Court Determines Cost of Physical Property 
Alone Is Not Elnough — Elxpense of Promotion Figures as One Item 



JN reversing an order of the Public Service Commission 
of Pennsylvania on rates and valuations in a case be- 
tween the Ben Avon Borough and the Ohio Valley 
Water Company, the Superior Court of the state handed 
down a ruling, much of which will be of vital interest to 
public utility companies in general and holders of their 
securities. It will be noted that the court takes the position 
that "a company does not receive fair valuation when the 
cost of its physical property alone is considered." It also 
takes into account the "time and money expended in the 
promotion of the enterprise," preceding construction and 
operation. 

Following are some of the principal points in the 
decision : 

"In determining the questions of rate making value and 
rates, the Commission is given extensive powers to be ex- 
ercised after a thorough consideration of tfie business from 
the most accurate knowledge obtainable. The questions 
present matters of such grave importance as to call for the 
most careful consideration by the Commission designated 
by the legislature to act. A rate that is too low may deprive 
the members of the corporation of property that cannot be 
returned, and if too high the public is unjustly deprived of 
property. Rates should not be speculative or put in opera- 
tion for the purpose of determining whether too low or 
too high. Before that question can be answered, a loss of 
property might result. The business of rate making should 
not be an effort to impose on either the public or the cor- 
poration ; and, while it may be true that some corporations 
in the past have acted unfairly to the public, that would not 
justify a confiscatory valuation by the Commission or a 
lowering of rates causing a confiscation. Rate making con- 
templates fair dealing between the company and the public. 
When the question of rates to be fixed is before the Com- 
mission, the value of the whole property and the net return 
thereon must be considered." 

"The public is entitled to be served at reasonable rates on 
the value of the property used in the public service. The 
company is entitled to a rate that will allow it a fair return. 
To induce investment and the continuance of capital, there 
must be some gain commensurate with that of any other 
business. The mere assurance that the investment will not 
be confiscated will not suffice." 

"The value of the property is to be determined as of 
the time when the inquiry is made regarding the rates. If 
the property, which legally enters into the question of the 
consideration of rates, has increased in value since it waa 
acquired, the company is entitled to the benefit of such 
increase.' " 

"Original cost, assuming that the books of the old con- 
cerns correctly recorded all of the items that went into cost, 
which would be quite rare, would not take into considera- 
tion many of the incidental features of expense which com- 
panies must meet, nor would it make any allowance for 
any 'increase in value' in the physical property." 

"The present value represents more than the cost of re- 
production, which is the present day cost oT the real estate, 
machinery, equipment or plant, labor of installing or con- 
struction, and putting in place to perform its various func- 
tions. These constitute, as Mr. Justice Lurton says, in 
Omaha v. .Omaha Water Co., 218 U. S. 180-202, 'the bare 



bones of the plant, its physical properties/ The expendi- 
tures beyond physical cost are sometimes called overhead 
charges, and some of the items are termed preliminary, de- 
velopmental, or going concern costs, or value. To these 
bare bone charges must be added time and money ex- 
pended in the promotion of the enterprise ; in the organiza- 
tion of the company and interesting capital therein, in- 
cluding, also, legal expenses, obtaining the necessary fran- 
chise, as well as the costs of incorporating the company; 
engineering and superintendency ; losses arising from ac- 
cidents to men and material during the construction period ; 
expenditures bound to be made by reason of the incom- 
pleteness of plans, always attached to the most perfectly 
planned work; the cost of administration; interest paid 
during construction ; securing and retaining customers ; the 
loss of earnings during the time usually required in a well 
managed, progressive plant to build up its business; the 
loss from unsuccessful experiments intended to protect life 
and property, or reduce operating cost, or increase the effi- 
ciency of the service; the installation of machinery made 
necessary through the progress of scientific development 
thereby causing good but inferior machinery to become ob- 
solete ; increased public demand causing the present equip- 
ment to become inadequate through lack of capacity and 
its replacement necessary; the cost usually attendant upon 
the consolidation of many plants into one efficient organiza- 
tion, the benefit of which should be reduced cost of opera- 
tion and better service; and the increased value of such 
consolidated plants over the separate units that formerly 
composed them." 

"A company does not receive a fair valuation when the 
cost of its physical property alone is considered. Nor do 
we wish to be understood as saying that the exchange value 
used in condemnation and sale should be the basis upon 
which the rate should be determined. In this latter value, 
the income is assured and its continuance enters into and 
effects it. In exchange or selling value, the ability of the 
utility to produce earnings is a large factor, if not the con- 
trolling factor; but such value of necessity takes into con- 
sideration the monopolistic feature of a utility. It pro- 
duces earnings by virtue of the commodity it sells ; its posi- 
tion in public life to command sale from the compulsory 
aspect which causes the inhabitant to buy, whether he will 
or not. These companies secure an added value from these 
causes." 

"Depreciation, though largely theoretical in its nature, 
which is allowed on the reproduction cost, seems to have 
a fixed place in valuation. If, however, replacements and 
renewals are amply provided for and made, depreciation 
only to a very small extent takes place. If, through de- 
preciation, the value of the property is largely reduced, the 
securities which were placed thereon may be unnecessarily 
reduced in value. As these charges withdraw from the 
rate making base, such depreciation naturally effects a pur- 
chase of a part of the property for the consumer, a thing 
never contemplated. A rate for renewals and replacements 
should be provided and expended for that purpose ; when 
that is done, as is the custom in every utility concern, de- 
preciation is a very small fractional percent. This should 
be placed in a reserve and it, with renewals and replace- 
ments, are properly allowable in fixing a schedule of rates." 
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Value and Cost of Service Determine Maximum 

and Minimum Rates 



SAMUEL S. WYER, consulting engineer of Columbus, 
O., has issued a helpful booklet on " * Value- of -Service* 
as a Factor in Public Utility Rates/' in which appears 
this statement: 

**The value-of-service to the consumer and the cost- 
of-service to a normally operated utility fix the upper 
and lower limits of all equitable charges." 
That would be a good thing for municipal ownership ad- 
vocates always to keep in mind. It is notoriously a habit 
of theirs to launch a campaign for municipal ownership by 
attacking the rates of the existing privately-owned plant and 
in order to make their attack attractive set up an invidious 
comparison of rates in one community with those in another. 
Such a process may deceive the unwary and often result in 
turning the scales in favor of municipal ownership. But it 
IS as fallacious and illogical as it is unfair. It takes no 
account whatever of the basic elements entering into the 
determination of rates. It utterly ignores these fundamental 
factors to which Mr. Wyer directs attention, value of serv- 
ice and cost of service. 

The municipal ownership promoter's way is wrong simply 
because a rate which might be entirely fair in one com- 
munity might be grossly unfair in another, even for sub- 
stantially the same service. Obviously this is true because 
neither the cost of service nor the value of service is apt to 
be the same in both places. It might, for instance, cost a 
goo J deal more to produce electric current or gas and sup- 
ply waftdr, street car or telephone service in one community 
than' ill another, even though the two places may be near 
to e4ch other and about the same size. Physical conditions 
vary and play their part. Possibly money rates vary as be- 
tween the places. One may have certain hazards which the 
other has not. The density and character of populations 
have a great deal to do with the earnings, therefore, the cost 
of service, of a utility company. All these and other things 
are to be considered, yet they are all often ignored where 
the one object is to establish municipal ownership. 

Mr. Wyer boils down his definition of "value-of-service" 
to this: 

"Where a public utility performs a service for the 
public the term, *value-of -service' simply means the 
value or worth of such service to the public. The 
terms 'value' and 'worth' are used synonymously." 
He says in his analysis: 

"The value-of-service idea, of course, contemplates 
that the value of the service to the consumer should be 
considered in arriving at an equitable basis for public 
utility charges. This basis has been a dominating fea- 
ture in many other lines of business, is an important 
factor in establishing a proper and just schedule of 
charges for public utility services, and for the devel- 
opment of certain lines of public utility business it be- 
comes the controlling factor. 

"* * * The term value-of-service rather means 
that the total expenses of the utility are to be allocated 
so as to be pro-rated over the various classes of con- 
sumers to pay. Value of service is not a matter of ex- 
tortion, but a principle of equitable distribution of 
utility cost burdens and recognizes equity and equality 
are not synonymous." 
His definition of cost-of-service is thus stated: 

"The term cost as used in the expression cost-of- 
service must be the true actual cost price and must 
cover the following three distinct features: 



a — Expenditures made or liabilities accrued — 
regardless of the volume of the utility's business — 
in maintaining the integrity of the property value 
used in rendering the public utility service. 

b — lActual running expenses in operating utility 
nearly proportional to the volume of business. 

c — Rate of return on the true property value 
commensurate with the hazard involved in the pub- 
lic utility enterprise. 

"The maximimi rate," says Mr. Wyer, "is fixed by what 
the service is worth to the consumer. * * * The min- 
imum rate is fixed by the cost of the service to the utility." 

Referring to the maximum rate, he says : "This is an eco- 
nomic rather than a legal limitation, because it may be legal 
to charge more than the service is worth, although in such 
case the consumer will not use the service. In the last 
analysis the public utility can secure no more for its service 
than the people will give up to obtain it, and what they will 
give up depends on their desires and their necessities." 

Referring to the minimum rate, he says : "This is both a 
legal and economic limitation, because the utility should not 
furnish its service below cost and cannot properly be re- 
quired to do so. To charge less than the cost of the service 
results in a confiscatory rate." 



The Gospel of Labor 

By Henry Van Dyke 



But I think the King of that country comes out from His 
tireless host, 

And walks in the world of the weary, as if He loved it the 
most ; 

And here in the dusty confusion, with eyes that are heavy 
and dim, 

He meets again the laboring men who are looking and long- 
ing for Him. 

He cancels the curse of Eden, and brings them a blessing 

instead : 
Blessed are they that labor, for Jesus partakes of their 

bread. 
He puts His hands to their burdens, and enters their homes 

at night; 
Who does his best shall have as guest the Master of life 

and light. 

And courage will come with His presence, and patience 

return at His touch. 
And manifold sins be forgiven those who love Him much ; 
And the cries of envy and anger will change to the songs 

of cheer. 
For the toiling age will forget its rage when the Prince of 

Peace draws near. 

This is the gospel of labor — ring it, ye bells of the kirk — 
The Lord of Love came down from above, to live with the 

men who work: 
This is the rose that He planted, here in the thorn-cursed 

soil — 
Heaven is blest with perfect rest, but the blessing of earth 

is toil. 



Page 84 



Digitized by 



Google 



More About the 5-Cent Fare 

{From Public Service Nezus Published by Virginia Rcrii- 
Way & Power Co,) 

Thirty years ago, lo cents was the price of a street car 
ride in Richmond and the distance one could travel for that 
was not more than three miles, making the fare then 31-3 
cents a mile, and there was no such thing as hauling a pas- 
senger on a transfer. 

Today, the passenger is hauled from Fulton to West- 
hampton, a distance of 10 miles, or from Swansboro on the 
southside to Bryan Park, a distance of 9 miles, at 4 i-G 
cents and, during certain hours of the day, at 2>^ cents. 
The fare today is, therefore, approximately 4-ioths of a 
cent a mile or, during certain hours of the day 2-ioths of a 
cent per mile, to say nothing of the more comfortable equip- 
ment and more frequent and rapid service than was given 
for the 3 1-3 cents a mile thirty years ago. 

Transportation in Richmond is undoubtedly the cheapest 
commodity that can be bought today, and all the while the 
company furnishing this commodity 'is struggling with Old 
High Cost o' Livin* the same as any individual citizen. 

At the prices now being paid for coal, this item alone will 
add about $300,000 to the operating costs for the coming 
year, and all other materials entering into the production of 
street car rides have advanced in proportion to food and 
clothing prices. For example : 

Copper magnet wire has increased I35% 

Oils have increased 100% 

Spikes have increased 1 10% 

Tie plates and other castings have increased. 100% 

To this list hundreds of other items could be added. 
Many materials can be had only at almost prohibitive prices, 
but the service must continue uninterrupted, and the price 
must be paid. 

Then there are the thousands of employes who must be 
considered in these unusual times. 

In January, 1916, to meet the emergency of the living 
problem, the company increased its wage scale to the extent 
of adding an additional $125,000 to its payrolls. It was 
hoped at the time that this would tide the employes over the 
unusual conditions then existing, but it didn't. Costs of 
food continued to soar and on April ist of this year a fur- 
ther increase in wages had to be made and the company ar- 
ranged a bonus plan which distributed another $140,000 
among its employes making additional $265,000 per an- 
num added to its operating expenses. 

Increased operating expenses are already out of propor- 
tion to the revenue the company derives from the sale of 
transportation and it cannot be expected to continue to meet 
these increased costs without increasing its revenues. 

Is it not time for Richmond citizens to consider a straight 
5-cent fare? 

What is true in Richmond is more or less the same in 
every city throughout the country. 



Give the Utilities a Chance 

The question of publicity utility rates in the United States, 
and particularly in Illinois, is one of vital importance to all 
the people. Utilities, for the operation of which materials 
have increased in the neighborhood of 100 per cent, cannot 
be expected to give efficient service at the same rates for 
its finished product as it did when the materials were selling 
at half the price. 

In a letter to the Illinois Public Utilities Commission, 
Manufacturers' News pointed out some of the things which 
should be invested by that body and if the conditions as we 



stated are found to be true, the Public Utilities Commis- 
sion, of its own motion, should increase the rates which will 
enable tJie companies to give efficient service and render a 
fair profit to the thousands of small investors who have pur- 
chased securities in these utilities. 

The gas companies are hit hard by present time condi- 
tions. Oil and coal have advanced rapidly to high prices. 
These are important parts of artificial gas. It stands to 
reason that the companies cannot continue to operate effi- 
ciently and produce a high-grade product on a losing basis. 
It is not sound business and the operators of most of the 
public utilities in Illinois are hard-headed business men. 
England neglected its public utilities at the outbreak of the 
war and England has suffered. Let us not make the same 
mistake. 

An example of too much regulation and too close trim- 
ming of rates is illustrated in the railroad situation. The 
Interstate Commerce Commission years ago believed the 
railroads should not be allowed to accumulate a surplus with 
which to make extensions and to buy new equipment and 
at this critical period in the history of the United States 
Government we are finding ourselves in need of all possible 
railroad facilities, which the government can only attribute 
to the short-sightedness of one of its own bodies. 

Let us take up this public utilities question at once. — 
Manufacturers' News (Chicago). 



A Way to Increase Net Earnings 

Every water, gas, electric and telephone company putting 
pipe, cable or conduit underground, has wished for some 
means of doing the work with less digging. Ditches cost 
lots of money, especially under paving, and they deface 
property very much. 

This is the age of machinery and efficiency. The success- 
ful business is the one in which useless labor and expense 
is eliminated, and labor-saving machinery takes the place 
of hand labor. The consequent saving put in the profit 
column means the difference between the successful busi- 
ness and the failure. 

The "Easy Pipe Pusher*' will put in 30 to 150 feet of 
pipe, any depth, in an hour. It will put this under paving, 
floors, streams and the most difficult places just as swiftly 
and just as cheaply as out in the open. The speed depends 
on the soil, and the operator's willingness to work. 

While it is necessary to do some digging to use the "Easy 
Pipe Pusher,*' it will save 75 to 85 percent of all of it. In 
ordinary work it only requires a short ditch to set the ma- 
chine to start. 

The "Easy Pipe Pusher" will put conduit, cable or wire 
underground for the electric and telephone man. It will 
put pipe in for the gas and water company. It will work 
under pavement, walks, floors, streets or lawns. It will 
draw out old, damaged pipe and replace with new; draw 
lead pipe and cable through underground, or through con- 
duit, after putting the conduit in. It will work any place 
digging can be done, and many places it cannot. It will not 
push pipe through rocks, but it will work any place a spade 
will dig. It will replace damaged pipe, however, through 
soil that is full of rocks. 

"The Easy Pipe Pusher" is made by Easy Manufactur- 
ing Co., David City, Neb. 



American Meter Company Change 

The American Meter Company of New York has changed 
its address from Eleventh Avenue and Forty-seventh Street 
to 105 West Fortieth Street. 
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BySinBlytke. 



ii^/^S say, *I niver b'lieve annything but the truth/ 
J and faith and will yes tell me, please, how do you 
* know that?*' 

Patrick Flynn addressed the question to the man of all 
men he most disliked, the penurious old Hiram Dodgem.^ 

"How do I know that?'* retorted Dodgem, in disgust. 
"How do I know that I believe nothing but the truth ? What 
a silly question. Why I know it because I know it.'' 

"Is that so?" exclaimed Flynn. "Well, now me friend, 
I ain't so sure of that, so I ain't. I ain't sure that yes al- 
ways know what truth is. Yes know a good many min for 
the lasht few cinturies have been asting about that ques- 
tion. I think it was the divil Pilate, who first put the ques- 
tion to the Saviour, Himself — 'What is truth.' And yet — " 

"Mr. Chairman, I wonder if our friend will allow me 
just this brief interruption : 

" *But what is truth? Twas Pilate's question put 
I ' '*To Truth itself, that designed him no reply.* 

"I could not resist the temptation to supply Cowper's 
sententious lines and to add that I am in perfect accord 
with Mr. Flynn, who I trust will pardon this obtrusion and 
proceed with what I am sure will be a very wholesome dis- 
cussion." 

* * * 

It was the erudite Amos Rogers and this tribute from 
such a personage was almost too much for the simple son 
of Erin, but Flynn finally composed himself and went on. 

"I may not be much of a philosopher; I may not have 
much book learnin'," he said, "but I got a notion that I 
ain't fur from right when I say that a whole lot of people 
are believing what they think is truth instead of truth, it- 
self. How do you know what is truth? I ast that question 
again. Everybody thinks what he believes is truth; that 
is, everybody's got the idee that the thing he believes is the 
right thing, but how can it always be whin we differ so 
much among oursilves as to what we believe? You may be 
right, I may be right, but if we believe in opposite things 
how kin we both be right at wan and the same toime?" 

4i ♦ 4t 

Flynn had fairly staggered his fellow philosophers. On 
many occasions this simple, uncouth fellow had exhibited 
a lot of hard sense, but never before had he displayed such 
genuine philosophical acumen. And as for old Hiram 
Dodgem, he was taken off his feet and unable to make much 
of a reply. 



As usual, Flynn had opened up a fine line of thought 
which owing to his limited capacity he could not pursue to 
the end. He must leave that for more learned philosophers, 
such as Amos Rogers, who now gracefully picked up the 
thread of discussion and carried it on. 

"I think,'" said he, "that it would do us good to ponder 
this thought which our friend has presented to us. There 
are many, many reasons why we cannot always be sure 
that what we believe is the ruth. Our prejudices and our 
selfish interests, our heritages and our environments all 
have their effect in shaping our ideas and predelicitions. 
There are situations in our lives which make some of us 
the moulders of thought for others. That is inevitable and, 
to an extent, tolerable and yet I know of nothing more 
mischievous than for one man to let another man do his 
thinking. This often happens, though, especially in matters 
where politics operates to influence public thought and 
action. We often hear the expression, *he's honest enough 
in business, but I wouldn't trust him in politics.' Now, it 
may seem irreconcilable to say that a man can be honest 
and dishonest at the same time, yet I believe there is some- 
thing in this. At least I am sure that I know men who do 
things in politics, which they would never think of doing 
in their private business relations. How do you account 
for that? Well, I don't know unless it be that when a man 
is a politician he comes to realize that his stock-in-trade is 
votes and that he must keep the majority of the voters in 
a confidential attitude toward him or his political fortunes 
are lost. And in doing that he often seems to regard it as 
necessary to resort to a little — well, what I say, deception — 
camaflouge? Perhaps our current vernacular makes that 
a less invidious and equally graphic term. In other words, 
the successful man in politics knows that it is not always 
politically safe to come out flat-footed on the facts. So he 
sets up a program into which something other than the facts 
find their way. That program becomes the index by which 
this man reveals himself to and is known by the voting 
populace. Those who believe in him very naturally accept 
his program as fact, or truth ; they believe in his program 
because they believe in him. Now, that man has estab- 
lished an influence. He is more or less the leader in thought 
for those who follow him politically. He has placed himself 
in a very delicate position. It is a terrible thing to mislead 
those who have accepted our leadership. 



"Now, then, we come to the point : What this leader ad- 
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vocates his followers believe. If it be the truth, happy are 
they, but if it be not the truth, pity them and him more. 
So far as they are concerned, they wouldn't hesitate to say 
that they believed nothing but the truth and yet if this man 
is practicing deception in order to please — for you know 
the truth is often, especially in politics, very displeasing — 
he is doing more mischief than he can ever undo. 

**I call to mind a concrete case. I said that politics often 
impels men to camaflouge the facts, to shave off things 
just a little from what they actually are in order to make 
them palatable. That is, they have to do what they find to 
be 'good politics.' Now, then, that often imposes hardship 
and injustice on legitimate interests. Here, for example, is 
my concrete case: in a certain city a utility Company asks 
for an increased rate. It goes before the proper official 
body and shows that it cannot operate without a loss on 
its present rate and it convinces the officials of that fact. 
Two of the officials agree there and then to give the com- 
pany the rate asked for, but two others do not agree be- 
cause, having certain political aspirations, they say that for 
them to give the company an increased rate will work 
against them with the people, for the people do not believe 
that the company is entitled to the increase. So, putting 
their political interests above the investment and rights of 
this company, indeed, above the community's best interests, 
for only a prosperous utility is a worth while utility, these 
men publicly declare against the increase on the ground that 
it is a *grab.' Newspaper seize upon that word, 'grab,' give 
it wide circulation and the first thing you know two-thirds 
of the people in that community believe the company is 
gouging them, when as a matter of fact, it is simply asking 
for a rate sufficient to enable it to cope with the increased 
cost of operation. There is a case of people believing that 
they believe the truth, while as a matter of fact, they are 
believing something very far from the truth. 

"Now, let me digress just a little. What is wrong in this 
case? Primarily, as I see it, the wrong is rooted in the 



company's failure to lay its case first before the people as 
a whole, to give them the facts, showing them with frank- 
ness that its rates must be raised in order to permit the com- 
pany to operate. The American people as a whole are 
fair and will do the right thing when informed, but you 
can't expect them to do the right thing always when not in- 
formed. It was the company's business to inform the peo- 
ple. By so doing the company would have created a public 
sentiment that would have supported the public officials in 
granting the company's increased rates and that would have 
obviated all difficulty. It would have made it even *good 
politics' for the officials to grant the increase, because they 
would be doing what the public wanted done. 

* * * 

*'I never can understand the wisdom of any other course. 
I never can understand why a utility company, distinguished 
for sagacity in management in all other directions, will 
overlook this point. And, of course, most companies do 
not overlooked it. We know that politicians often seem 
compelled to resort to expediency in order to please the pub- 
lic. Now, why not do all we can to make the expedient 
thing the right thing? I have such faith in the intelligence 
and fairness of the American public as to believe that once 
informed of the facts, it will deal with the facts; it will 
do justice and that it will prefer to do justice rather than 
injustice. We can't blame people for not understanding 
some of these rather intricate economic questions if those 
in charge of them do not exert themselves to explain them 
to the people. And it is easy to explain them. The most 
intricate of such questions can be explained in the simplest 
terms, so as to make them understandable to everybody." 

* * Ha 

"Thim is exactly my sentiments," exclaimed Patrick 
Flynn, **and exactly what I was going to say and I'm glad 
me friend, Mr. Rogers, has said it fur me." 

Whereupon the club adjourned. 



The Modern Idea of a Franchise 

In an address before one of the civic organizations of Co- 
lumbus, Ohio, William R. Pomerene recently brought out 
the advantages of the indeterminate grant while setting 
forth the modem idea of a street railway franchise. 

**It is gradually dawning on the minds of both the in- 
vestors in street railway properties and the public which is 
served by those properties," he said, "that the original idea 
of a fixed rate of fare to last for the greater part of a gen- 
eration is bound to be unreasonable and unjust to one or the 
other of the contracting parties. A street railway company 
has but one commodity to sell, namely passenger transporta- 
tion. If at the beginning of a franchise term the rate of 
fare is reasonable from the standpoint of both parties, it is 
most unlikely that it will remain reasonable through the suc- 
cessive changes of ensuing years. On the one hand wages, 
cost of ipaterials, taxes, assessments for public improve- 
ments and the constantly increasing demands for more or 
better service, may so increase the cost of transportation 
that the fixed rate of fare becomes imreasonably low, in 
which event the investor must suffer. On the other hand, 
economies brought about by new inventions may so reduce 
the cost, and an increase in population may so increase the 
revenues of the road, that the fixed rate of fare may become 
unreasonably high, in which case the public suffer. In every 
other business in the world the price of the commodity can 
be made to fluctuate with its cost. In the street railway 
business alone is the price of the product fixed for a gener- 
ation, more or less, without regard to changes in the cost of 
the commodity furnished."— E/^cfru: Traction. 



A Lively Corpse. 

Henry L. Doherty, in making a farewell address as re- 
tiring Jupiter of the Jovian Order, talked chiefly of the 
war, emphasizing the point that Americans must not delude 
themselves into believing the war will end soon. 

**We should not believe that Germany is in as bad shape 
as was the Confederacy one year before the civil war 
ended," said he. 

And then note this very carefully : 

"But even granting that Germany is that weak, remem- 
ber how hard the south fought during the last year, and 
picture how Germany, with her much more perfect military 
machine, may be expected to fight to the last." 

Mr. Doherty took occasion to say he thought the impli- 
cation that business generally was profiteering out of the 
war w^as unjust and untrue. 

**I know that the electrical industry has made no exces- 
sive profits," he declared, "and I believe the great mass of 
business men have been unselfish. They have been criti- 
cized because a few have tried to extort excessive profits. 
Such indiscriminate criticism tends to create a class feeling, 
and that is exactly what we must avoid, especially at such 
a time as this." 



"In every human breast two opposite desires are 
striving for mastery : Hope, gay goddess of the future, 
stands beside restless ambition, pointing to the golden 
future of the west; Memory, clothed in sable robes, 
silently sits beside some new-made grave, dreaming of 
the days that are gone." 
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Public Utilities 

By OSCAR L POND, A.M.,LLB^Ph.D. (Cohnnbia) 



A COMPLETE AND EXHAUSTIVE TREATISE 

ON THE LAW RELATING TO 

PUBLIC UTILITIES 



INCLUDING 

Franchises 

Valuation of Property 

Rate Regulation 

Adequate Service 

Municipal Supervision 

Governmental Control and Regulation 

Public Service Commissions 

The Application of the Regulation of 

Public Utilities Commissions to Public 

Service Corporations 

Analysis of Contents 

9 The Two Capacities of Municipal Corporations — Constmo- 
tion of Municipal Charters — What Are Municipi^ Purposes 
Within the Meaning of the Constitution — The Imjplied Powers 
of Municipal Corporations — The Constitutional Limitation of 
Municipal Indebtedness — The Franchise — No Exclusive Fran- 
chise Under Implied Power — No Exclusive Franchise by Impli- 
cation — Contracts of Municipal Corporations for Public Utility 
Service — Duration of Franchise — Prandiise Rights Available to 
Inhabitants of Municipalities — No Discrimination in S«irice — 
Liability of Water- Works Companies for Fire Loss — N^ligence 
of Mumcipal Public Utilities — Mtmicipal Public Utility Sjrstems 
as Additional Servitudes — Exemption from Taxation of Property 
Supplying Mtmicipal Public Utihties— Sale of Property Provid- 
ing for Municipal Public Utilities — Rights on Expiration of 
Forfeiture of Franchise — Street and Highway Privileges of Muni- 
cipal Public Utilities— The Right to Fix Rates— Rates Must be 
Reasonable — What Constitutes Reasonable Rates— Valuation of 
the Investment — Regulation by Municipal Corporations — 
Reasonable Regulations — Reg[ulations for Rendering Telephone 
Service — MuniciMil Ownership — Municipal Bureaus or Com- 
missions — State Public Utility Commissions. 

^ Appendix: Public Service Commissions Law of New York — 
Public Utility Law of Wisconsin— Public Utility Law of Indiana. 

4 The author has set forth fully and impartially the rules that 
have been enumerated and expressed in the decisions of our 
courts of record. 

One Large Volume, 950 Pages — Buckram 
—Price $6.00. 

Utilities Publicatioii Ca 

Peoples Gas Building Chicago, 111. 



The First Book to 

Cover the Whole Field 

of Rate Making 

A broad survey of the whole problem of 
public utility rates is given in this book. It 
covers fully the principles and practice un- 
derlying charges for water, gas, electricity, 
communication and transportation service. 

Just Issued 

Public Utility 



By HARRY BARKER, Associate Editor, Engineering 
News-Record, Mem. A. I. E. E. 387 pages, 6x9. 
$4.00 net, postpaid. 

Briefly, the work consists of a comprehensive 
discussion of: 

(1) Such corporation and 
municipal activities as affect 
service and rates ; 

(2) The trend of public opin- 
ion and court and commission 
decisions ; and 

(3) The most important en- 
gineering and economic prob- 
lems involved. 

Because of the broad and, as 
far as possible, non-technical 
manner in which the whole 
subject is treated, this book 
possesses exceptional value to 
every man interested in public 
utility rates. It should appeal 
strongly not only to consulting 
engineers, public commission- 
ers and company officials, but 
dso to lawyers and legislators, 
dents of municipal affairs and a 
>f the general public. 



USE THIS COUPON 



Public Service, Peoples Gas Bldg., Chicago, 111. 

Enclosed find $4.00 for which send me a copy of 
Barker's Public Utility Ratet. 



Name 



Address 
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ABOUT MUNICIPAL 
OWNERSHIP 



Propaganda Pushes Its Campaign for 

Public Ownership 



PUBLIC ownership propagandists are 
vigorously prosecuting their recently- 
avowed purpose of waging a per- 
sistent campaign over the country. They 
are sending out vast quantities of litera- 
ture and getting a wide circulation throujrh 
the Hearst papers, which have always been 
organs of public ownership and kindred 
media. Their chief device is to run a list 
of towns with present utility rates as com- 
pared with "rates of private ownership be- 
fore municipal ownership went in." In- 
variably the ma.ximum rate of the private 
company is compared with the minimum 
rate of the municipal plant. More than 
that, no allowance is made for the fact 
that, up to the time of the abnormal war 
conditions, utility rates of all sorts were 
tending downward. Nothing is said about 
the economies effected by recurring inven- 
tions, which made possible steadily lower 
utility rates. This was the tendency, as a 
matter of fact, among all privately-owned 
utilities, up to the time war conditions 
forced general increases on the part of all 
businesses in order to cope with abnormal 
costs of operation. 

In a recent editorial a Hearst paper 
made the disingenuous statement that in 
all the years since the municioal ownership 
movement began in Great Britain "not one 
cent has ever been lost by an investor in 
any of these municipal undertakings." 

Certainly not, for the simple reason that 
every dollar's worth of taxable property 
in a city stands as security for municipal 
ownership investments. But if the plant's 
own earnings were all the security the in- 
vestor had, it would be a different tale. 
There is a question if there would be any 
investors in that event. The investor who 
buys the municipal plant's securities, of 
course, does not lose; he gets his interest 
whether the plant pays or not. He gets it 
out of the general tax fund of the city 
maintained by all the taxpayers. But that 
is certainly not an argument in favor of 
municipal ownership. It may answer to 
those who know no better than to take 
things for granted, or not look below the 
surface, but it will not answer for those 
who understand the inside of the munici- 
pal ownership game. The buyer of the 



Fiction and Facts Compared 

bonds does not lose, but how about the 
taxpayer who foots the deficits of the 
plant in the form of fixed charges? 

That "Unbroken" Record 

In this editorial appeared the statement 
that the instances of municipal ownership 
failures "have been few and far between, 
and the record of triumphant success, here 
and abroad, is almost unbroken." 

Even the writer, if informed of the actual 
facts, must have smiled as he dashed off 
that. From one end of the United States 
to the other have been found hundreds of 
municipal plants which have proved to be 
economic failures; in fact, the plant that 
is an economic success, in the sense of 
paying all its fixed charges from its earn- 
ings, is a wonder, indeed. Wherever in- 
vestigations are honestly made losing mu- 
nicipal plants may generally be found, and 
hundreds have gone to the scrap pile. Take 
the investigation made by Prof. H. V. 
Bozell, director of the School of Electri- 
cal Engineering of the University of Okla- 
homa, for example. He investigated twen- 
ty-four municipally-owned water and elec- 
tric plants in Oklahoma and found twenty- 
two out of the twenty-four losing, econom- 
ic failures and the two that were not los- 
ing were barely over the line, according 
to his reports. Mr. Bozell found that 
"high rates" and "deficits" went hand in 
hand with these muniripal plants. 

Then, abroad, there were the cases of 
the twenty-eight Canadian towns and 
cities reporting losing municipal utilities. 
In every case the reports were from the 
cities' own records. 

It is easy enough to make a sweeping 
assertion for the purposes of politics or 
propaganda that municipal utilities are suc- 
cessful, but it is another thing to back it 
up. Everybody who takes the time to 
think knows that municipalities in this 
country are notoriously extravagant and 
that city politics cannot possibly make for 
economic operation of anjrthing. The de- 
partment of commerce showed a few 
months ago that in 149 of the 213 cities 
having a population of more than 30,000 
expenditures exceeded revenues to the 
startling sum of $3.68 per capita. Now, 
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when that is the case why talk about mu- 
nicipal ownership being economic? 

Here is a statement from the Hearst 
article : 

"It (municipal ownership) does not have 
to be regulated by costly state commis- 
sions nor investigated by highly paid spe- 
cial commissions of the state." 

The Voice of Experience 

Now listen to the voice of experience 
on that point, as expressed by Halford 
Erickson, former chairman of the Wis- 
consin Railroad Commission: 

"It is a fact that municipally-owned 
plants need regulation fully as much as 
and even more than privately-owned plants. 
Relatively more complaints are received by 
us affecting municipally-owned plants than 
privateiy-owned plants." 

H. O. Carman, as chief engineer of the 
Indiana Public Service Commission, said: 

"The poorest managed utilities in the 
state are municipally-owned and the cause 
is party politics. Municipal ownership of 
public utilities has not proved successful 
where it has been tried in Indiana." 

C. F. Lacombe, a lighting engineer of 
New York : 

"My experience of twelve years in New 
York has been that the operation of a city- 
owned plant, as concerns service especial- 
ly, is not comparable in efficiency to that 
of a trained organization with a private 
company, at practically the same cost. The 
municipal plant has rarely been successful, 
and where tried has not been satisfactory 
to the taxpayers." 

Thrives on Ignorance 

S. S. Kendall, as member of the Colo- 
rado Utilities Commission : 

"It is a notorious fact that very few 
cities and towns have the slightest con- 
ception as to what it costs them to build, 
operate and maintain a plant. Possibly in 
some instances they don't care, but as a 
plain business proposition they should 
know whether it is being maintained part- 
ly from general revenues of the municipal- 
itv. It is only natural, however, that city 
officials want to make as good showing as 
possible and are only too willing to allow 
their successors to assume the burdens of 
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renewals to the property. The result is 
that in a few years not much value is left 
to the plant, for it is mostly junk." 

A. W. Lee, manager of the municipal 
electric plant of Concord, Mass., in his 
report for 1916, said as to that plant : 

"It is possible a much better and simpler 
solution of the entire problem would be to 
contract with the Edison Electric lUumi- 
natinjf Company (of Boston) for a por- 
tion or all the current required by our 
plant." 

He gave these reasons: 

"1 — A certain amount of capital now 
invested in the generating plant will be 
released and may be utilized for outside 
construction or used to reduce the debt 
of the plant 

"2 — Lower cost per kilowatt hour (under 
private ownership) for energy on the 
switchboard. 

"3 — No money tied up in fuel for 
months at a time and the prospects for 
higher fuel prices eliminated. 

"4 — No large supply of materials and 
repairs for steam plant and oil and waste 
and the further saving because such ma- 
terial is constantly advancing in price." 

This volume of testimony rises from the 
well of experience and ought to count 
against the ofThand assertions of propa- 
gandists, who avoid all technical analyses. 

Winnipeg. 

Among the cities taken for comparison 
in the propaganda literature is Winnipeg, 
Canada. The statement is made that be- 
fore municipal ownership went into Win- 
nipeg private ownership was charging a 
rate of 20 cents per kilowatt hour for elec- 
tricity. 

The fact is the twenty-cent rate was 
abolished by the private company five 
years before the municipal plant was estab- 
. lished. Another important fact is — and 
this is ignored by the propagandists — that 
the private company did not enjoy sole 
ownership of the business of furnished 
lighting, but had competition before mu- 
nicipal ownership came into existence. 

Another important fact which is delib- 
erately overlooked by the promoters is 
that the Winnipeg plant is operated by 
water and not by steam. The manager of 
the plant, J. G. Glassco, makes this state- 
ment: 

"The city of Winnipeg would have 
to very much increase its present 
rates if it was selling electricity gen- 
erated by steam rather than by hy- 
draulic power." 

Mr. Glassco went oil to show that the 
cost of electrical current generated by the 
hydraulic plant was .66 cent per kilowatt 
hour, while current generated by a steam 
equivalent plant would be 1.49 cent per kw. 
hour. Mr. Glassco showed also that for a 
hydraulic plant the annual operating cost 
was $120,000 and that the annual oper- 
ating cost for a steam equivalent plant 
would be $650,000. This answers the ques- 
tion as to why every city cannot have a 
3-cent rate because Winnipeg has it. 

But even with this 3 cent rate Winnipeg's 
hydro-electric municipal plant, according 
to an investigation, is losing money for the 
taxpayers; that is. it is not actually meet- 
ing a'l of its fixed charges out of its earn- 
ings as a private plant of course has to do. 

Seattle 

Municipal ownership claims that before 



it went in to Seattle the private company 
charged a rate of 20 cents a kilowatt hour, 
which under municipal ownership was cut 
to 6 cents. 

The fact is that the private company's 
rate was only 20 cents for the first thirty 
hours, after which it dropped to 5 cents 
with a discount of 10 per cent. Then the 
company put in, without any reference to 
municipal ownership, a rate of 12 cents for 
the first sixty hours and 3 cents above 
that with a discount of 10 per cent. 

In 1911, seven years after the city put 
in its own plant, the city lighting plant 
was charging and collecting from the tax- 
payers through the general fund an aver- 
age of $181 per lamp for street lighting 
as compared with the private company's 
charge of $45 to $80 for the same service. 
In other words, the city plant charged 4.62 
cents per kilowatt hour for street lighting, 
while the private company charged 1.5 cents 
for the same service. 

The city plant made its commercial rate 
too low in order to make the plant popu- 
lar, and while it was making its commer- 
cial rate too low, it was maintaining an 
excessive street lighting rate. In 1916, 
Mayor Gill made this statement : 

"To say that the Seattle lighting plant 
is a money-making concern is wrong. Con- 
trary to the statements which have been 
made, the Seattle lighting plant was not 
built with the proceeds of the plant, but 
was built with the proceeds of several bond 
issues, none of which have matured. 

"These bonds are a lien against every 
foot of property in Seattle, whether that 
property receives the benefit of the plant 
or not." 

The Seattle Times explains the street 
lighting: and commercial lighting situation 
by saying: 

"A reduction has been made in the rate 
for commercial lighting, which comprises 
87 per cent of the business of the city plant, 
to the point where it is necessary to in- 
crease the rates for street lighting, com- 
prismg only 13 per cent of the business, 
in order to wipe out an overdraft of near- 
ly $85,000 and pay the general fund a 
long-standing debt of $170,000. 

"Why should the taxpayer be penalized 
in this way in order that commercial light- 
ing should be furnished at a cost which is 
not warranted by sound business prac- 
tices?" 

The Washington State Bureau of In- 
spection and Supervision of Public Offices 
made a complete report on Seattle's munic- 
ipal plant for the year 1915. The plant 
was claiming a profit. The Bureau found 
an actual loss for the year of $106,884. In 
its report the Bureau pointed out: 

"The average cost of all current gener- 
ated and delivered is very high, undoubted- 
ly much higher tlian will be found in any 
plant of similar size on the Pacific coast." 

To show that the promoters invariably 
take the minimum rate of the municipal 
plant for comparison with the maximum 
rate of the private plant, it may be noted 
that in 1908 the rates of Seattle's munici- 
pal plant begun at 8 5/10 cents and went 
to 7 5/10 cents and from that to 6 5/10 
cents, but the promoters never mentioned 
the higher rates. 

Joplin, Mo. 

Claim is made that municipal ownership 
cut the lightning rate for Joplin from 15 
to 8 cents per kw. hour. Here again the 
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maximum rate of private ownership is 
taken as against the minimum rate of mu- 
nicipal ownership, but whatever the rate 
was the promoters failed to explain that 
this plant, rebuilt in 1905, showed up with 
a loss of $15,250.52 in 1916 and was con- 
demned as "junk." This loss is shown 
from the annual report of Charles A. Pat- 
terson, city commissioner of utilities for 
the year 1915. The plant had never main- 
tained a fund for depreciation sufficient 
for its replacement. 

In the spring of 1917 the city submitted 
a proposal to vote bonds for $225,000 for 
the rehabilitation of the plant and the pro- 
posal was defeated at the polls. Evident- 
ly the taxpayers of Joplin, no matter what 
the rate may have been, had not discov- 
ered that municipal ownership was such a 
good thing for them, as the propagandists 
try to make out in their literature. On 
the morning of election the Joplin Globe, 
the leading newspaper of the city, said to 
the voters: 

"Vote NO on the bonds. Don't let prej- 
udice or irrational argument influence you 
to do what your common sense tells you 
not to do." 

Later the plant superintendent said if 
the city got what it regarded as a fair 
offer, it would sell the plant. 

Then there are the twenty-five towns in 
Georgia which, having tried municipal 
ownership of electric lighting, found it 
more economical and efficient to buy energy 
from private plants. Many of these twen- 
ty-five municipal plants closed down or 
sold out entirely, some selling for low 
prices, while others are still trying to find 
purchasers for their run-down machinery. 
Here is a list of the Georgia towns with 
municipal distributing systems depending 
on private companies for continuous and 
reliable supplies of energy, which munici- 
pal ownership failed to give : 
Ackworth LaGrange 

Barnesville Lawrenceville 

Buford Mansfield 

Cartersvillc Marietta 

Cedartown Monroe 

College Park Monticello 

Covington Newnan 

Dalton Xorcross 

East Point Social Circle 

Fairbum Thomaston 

Gainesville West Point 

Grantville Winder. 

Griffin 

And this sort of thing is common 
throughout the country. 



Natural Results. 



Australia is writing new chapters in the 
history of her adventures in Socialism. 
The Sydney Telegraph gives a verdict un- 
favorable to the new departures. "Neither 
the wheat, the wool, nor the metal export 
business has been conducted by the Gov- 
ernment without more or less muddle, 
waste, and dissatisfaction to all con- 
cerned." Before the war the telegraph and 
railway service was bad enough. "Since 
the war it has become a constant source of 
public irritation. The most serious in- 
dustrial disturbances we ever had have 
been in connection with Government-con- 
trolled industries." Yet labor journals are 
generally favorable to the experiments, 
while it can hardly be denied that war 
conditions made some form of Govern- 
ment intervention unescapable. 
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In Line with Secretary Baker's Frowning on 
Municipal Bond Issues During War, Appeal to 
. Governors and Plan to Control 
Financing Considered 



THE American Investment Bankers 
Association in its meeting a few 
months ago emphasized the unwisdom 
of floating municipal bond issues during 
the period of the war and considered the 
advisability of appealing to the governor 
of every state to issue a proclamation 
urging financial boards of the states and 
cities to withhold all bond issues possible 
in order to give the government the right- 
of-way to the security market. 

It was in direct line with the advice of 
Secretary Baker of the War Department, 
offered some months ago. Secretary 
Bak^r said the one test of municipal bond 
issues during the war should be "are they 
essential to the nation's plan of winning 
the war?" That would, of course, elimin- 
ate the general run of new municipal own- 
ership projects for this period. Certainly 
this movement cannot be ascribed as a 
plot to assault public ownership, for Sec- 
retary Baker is one of the best friends 
and exponents of public ownership there 
is in this country. 

It was the suggestion of Thomas F. 
Curtis, secretary of the Federal Reserve 
Bank of New York, as to whether this 
country should have a board with author- 
ity to supervise and control the issue of 
capital during the war. After indicating 
how Enja^Iand had solved her problem by 
giving the government full authority to 
control all financing of a public nature 
during the war, he said: 

"Of course in England they have a sit- 
uation that is far easier to handle than it 
is here. We have forty-eight states and 
every one of the forty-eight, for this char- 
acter of expenditure, is a state's rights 
state. They know what they need their 
money for and every city knows what it 
needs its money for, and they want to 
have it. So that when you come to mu- 
nicipal and state financing it will be very 
difficult to handle it except on the basis of 
co-operation with the executives. If the 
government could get the governors of all 
the states committed to a co-operative 
plan, the thing could be worked, but I 
doubt very much if you would ever get 
through congress a law requiring the states 
to submit their proposed financing to a 
government board, and I also doubt 
whether it would be constitutional if you 
could get it through. The same, of course, 
applies to cities. So that, so far as the 
municipal side goes, I think there is no 
question that it must be done by co-opera- 
tion." 

What Was Done In Indiana. 

H. H. Wade of the Fletcher National 
Bank of Indianapolis said in discussing 
this point: 

"Along the line of the remarks of the 
Secretary of the Federal Reserve Bank 



of New York, I desire to say this: Sev- 
eral months ago the Governor of the 
State of Indiana, through the State 
Board of Accounts, at the suggestion of 
the bond men of Indiana, sent out a letter 
to all municipalities and counties asking 
tficm to refrain from issuing any bonds 
except for refunding purposes, and where 
the needs were for war purposes. The 
Governor had no law to compel the mu- 
nicipalities to do such a thing, but I will 
say that the result of that suggestion has 
been that in Indiana, when ordinarily we 
have several millions of dollars of bonds 
for sale at this time, the bond houses own 
at this time less than three hundred thou- 
sand dollars of Indiana municipal bonds. 
You can call it suicide, if you please. I 
think it possible that we are not only 
protecting ourselves, but contributing a 
little to the Government. 

"I have been through two Liberty Loan 
campaigns in Indiana and we have sug- 
gested, with a great many of our county 
chairmen, that they immediately organize 
their counties on a war basis, if you 
please. It matters not to the bond man, 
only from a selfish standpoint, as to how 
many municipal bonds he may sell at a 
profit or a loss during the year. The fig- 
ures given here a few minutes ago 
showed that about one-half of the financng 
in the last three years was for municipali- 
ties and counties and by co-operation on 
the part of the States and the Investment 
Bankers' Association that could be easily 
brought down to 25 per cent or three- 
quarters of the financing could be cut off. 
The only bonds that we are buying at the 
present time are refunding bonds, bonds 
that may become due for such cities where 
they absolutely need funding operations to 
take care of their indebtedness. 

"I think this is a most serious matter 
and one to which we should give our care- 
ful consideration, because if this war lasts 
one year or ten years — and the likelihood 
of its lasting five or ten years is just as 
favorable as the likelihood of its lasting 
two years — if we do not get on a war basis 
in 1917 and 1918 it will be forced upon us 
in 1919. So I think for Indiana you 
can count of their going on an absolute 
war basis, not only the bond men, but 
the banks and communities as well." 

All of this must be interesting to those 
who have undertaken to wage the cam- 
paign for municipal ownership over the 
country at this particular time. It would 
seem that they are likely to encounter 
some rather effective opposition on the 
part of some who are charged with the 
more important responsibility of seeing 
the nation through this war, which is the 
biggest financial undertaking ever as- 
sumed. The third Liberty Loan is coming 
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on and the nation's demands for cur- 
rent resources will keep pace with its glo- 
rious enterprise of "making the world 
safe for democracy." It remains to be 
seei\ whether serious-minded folk will take 
kindly to unnecessary money-consuming 
projects at such a time, especially when 
little more than mere propaganda or po- 
litical aggrandizement can be offered in 
justification of the enterprise. 



Juggling M. O. in New York 

The country generally has been inter- 
ested in the bills that have been introduced 
at Albany for municipal ownership and 
operation of the traction systems of New 
York City, especially the surface railwa3rs. 
Tammany Hall, now in the minority in 
the state legislature, has introduced the 
bills at the behest of the Tammany mayor, 
John F. Hylan, and Tammany men claim 
they will have strong support from a large 
section of the Republican majority, both in 
House and Senate. Should the bills be 
passed in both Houses, it is known that 
Governor Whitman, who is a presidential 
aspirant, will veto them, and it would be 
impossible to pass them over his veto. 

This is what Tammany Hall would like 
to see, so it can go to the people in next 
fall's campaign as the "poor man's friend" 
and whoop it up against capital and 
"monopoly." The Hearst newspapers are 
for municipal ownership and print their 
platform prominently, while several other 
daily newspapers have been flirting cau- 
tiously with the issue, now displaying some 
friendliness, but never coming out flatfoot- 
edly for public ownership. They are evi- 
dently waiting to see where the cat will 
jump and are uncertain of the attitude of 
public opinion. The city and private in- 
terests control the subways jointly, with 
full ownership in the city, the corporation 
control being operated under the terms of 
long leases. The last municipal election 
showed the Socialists to be in a vast mi- 
nority, and while there may be a sentiment 
for public ownership stronger than that 
represented by the Socialist vote, the pub- 
lic ownership agitation is by no means 
robust or aggressive. An effort will be 
made, however, to bring the issue forward 
prominently in the next campaign and the 
Hearst people will push it. — Financial 
World. 



Afton Abandons Municipal Plant 

The community of Afton, Okla., pro- 
poses to sell its municipal electric plant for 
the reason that the board of trustees finds 
that it is impossible for the town to make 
the plant pay, due to the present high cost 
of coal. 



Digitized by 



Google 



ABOUT MUNICIPAL OWNERSHIP 



Municipal Organization 111 Adapted to Municipal 

Ownership and Operation 



THE following are excerpts from an 
address made by Hon. Harrv A. 
Lockwood as judge of the Thirty- 
eighth judicial circutt of Mt(higan before 
the State Association of Circuit Judges at 
Lansing, Mich. Judge Lockwood deplored 
the common ineMciency of utilities owned 
by municipalities : 

"No one can give a cursory glance at 
the history of municipal government in 
the United States for the last thirtj^-five 
years without noticing that the municipali- 
ties have been very inefficient in the per- 
formance of governmental duties." 

"Individual initiative, responsibility and 
accomplishment have been the distinguish- 
ing mark of the American and of his Eng- 
lish ancestors. ... So it seems to me that 
in a broad way this tendency (toward 
municipal ownership) is antagonistic to 
the very fundamental cause of our prog- 
ress as a race and as a nation." 

"There can be no competition between a 
business conducted by an individual or a 



private corporation and a business sup- 
ported by taxation upon its competitors. 
In the very nature of the case the munici- 
pality will soon have a monopoly of the 
business in which it engages in the terri- 
tory over which the operation of this 
business extends, and the right of the 
individual to select his occupation or busi- 
ness and to conduct it for the purpose of 
reward, for his own support or even for 
the benefit of the public, is denied him. It 
is socialism pure and simple." 

"The system of municipal ownership and 
municipal conduct of business not only in- 
terferes with the liberty of the individual, 
but it is a wasteful method of accomplish- 
ing the purpose. As at present organized 
our municipalities are wholly unfitted for 
wise and prudent conduct of such under- 
takings. It seems strange that in the face 
of admitted inefficiency of our municipal 
organizations to exercise successfully the 
very limited governmental powers en- 
trusted to them, some of our people desire 
to thrust upon them the exercise of much 



more complex and difficult duties. Can it 
be expected that this inefficient organiza- 
tion, which has failed in the simpler field, 
will succeed in the more difficult?" 

"Our limited experience in municipal 
ownership and operation, it seems to me, 
has demonstrated beyond a question the 
wastefulness of this method of production. 
It is true that in many of our cities and 
villages, the official who depends on the 
salary received in connection with the 
operation of the municipal property has 
figured out great saving and profit to the 
people, but if a fair investigation is made 
it wi'l disclose that the cost to taxpayers 
in nearly everv instance is greater than 
would be charged for the service by priv- 
ate individuals or private corporations." 

**In the last thirty years, during which 
time municipal ownership has grown to 
its present proportion, the indebtedness of 
our municipalities has greatly increased. 
Our observation teaches all of us that the 
municipality, as an employer, gets less for 
its money than does any other employer." 



Postmaster General's Proposal Arouses Union Labor 



ORGANIZED labor has naturally been 
stirred by the recommendation of 
Postmaster General Burleson in his 
annual report to Congress for the repeal 
of the law that permits postal employes 
to maintain union organizations. Labor 
was so much aroused that from some quar- 
ters it voiced demands for the removal 
from office of Mr. Burleson. The follow- 
ing remonstrance was sent to President 
Wilson by labor leaders in Arizona, one 
of whom was T. J. Croaff, secretary of the 
Phoenix Postal Workers union and presi- 
dent-elect of the state federation of labor. 
Another was Thomas A. French, secretary 
of the state federation of labor. The re- 
monstrance read : 

"Speaking for the organized work- 
ers in Arizona, including postal em- 
ployes, we most earnestly protest 
against the unwise and unfair insult 
to organized labor contained in the 
postmaster general's report. Mr. Pres- 
ident, you know the advisability of 
having at the head of the postal serv- 
ice, employing such a large number 
of men and women, an executive who 
knows and understands the problems 
of men and women who labor for a 
living. The retention of Burleson as 
postmaster general would be detrimen- 
tal to the service and unjust to the 
employes." 

The law which the postmaster general 
wants repealed provides that postal em- 
ployes may organize and affiliate with 
other union bodies, so long as the latter do 
not impose any obligation on the postal 
employes to engage or assist in a strike 
against the government. 

All of which ought to make union labor 
— and doubtless is making it — stop and 
think very carefully before throwing itself 



behind any movement for a change from 
private to public ownership. If with one 
department of industry under government 
ownership, labor finds occasion for appeal- 
ing to the president of the United States 
in this fashion for the ousting of the head 
of the department, the question naturally 
arises, what might be expected for union 
labor under a more extensive system of 
government ownership. Take away from 
organized labor its power to strike and 
you take from it one of its principal re- 
sources. 

A Fair Comparison 

There is but one way of judging the 
future and that is bv the past, as Patrick 
Henry said, phrasing it a little more elo- 
quently. The American Federation of 
Labor in 19U decided to investigate the 
recurrent statements about the glories of 
public ownership in Europe, of their bene- 
factions to labor, etc. It sent a special 
delegation on this mission to Europe and 
the delegation reporting on its return in 
November, 1914, said: 

"Living standards of workers in 
Europe, trained as well as others, 
are so far below the average of the 
workers in America, that no com- 
parison is possible. The American 
system, to our minds, is not only 
cheaper to the public, all things con- 
sidered, but the service is better 
with a great deal more of it." 

The backbone of the ^'American system" 
was and still is private entemrise, of the 
European, government ownership. 

This delegation reported that, for in- 
stance, electric railway worker? got twice 
the pay in the United States, where nearly 
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all street railways are privately-owned, that 
they got in Europe, where municipal own- 
ership abounds. 

"Oh, but conditions are different abroad 
since the war," someone says. Yes, but 
any improvement in the workers' pay cer- 
tainly must be attribrted to the war and 
not to public ownership. Take conditions 
before the war — it is only conditions in 
normal times that are to be considered in 
this connection — W. D. Mahon, interna- 
tional head of the street railway workers* 
union, in reporting to the American Fed- 
eration of Labor on conditions in Europe 
said that — 

Wages paid British street 
railway employes had not ad- 
vanced under mtmicipal owner- 
ship one-fourth as much as they 
had under private ownership to 
street railway employes in the 
United States. 

This testimony from the highest official 
of one of the great unions has stood as 
safe to follow. It is further interesting to 
note that in Detroit, where Mr. Mahon re- 
sides, the vote of organized labor was a 
big factor a few years ago in defeating 
proposed municipal ownership of the 
street railway system. 

At the recent Chicago convention of the 
National Public Ownership League, one 
of the speakers, a union mine worker, said 
that before he and his fellow workers got 
into the public ownership clan they wanted 
to know what public ownership had to of- 
fer to organized labor. 

The question is a live one, which every 
organized labor man in this country must 
put to himself in the soberness of his own 
common sense and self-interest. 
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Interesting Fish Story in Which the Government 
Seems to Be Making a Sucker of Itself by Interfering 

with Private Enterprise 



FT. JAMES of Toronto, who has re- 
cently returned from British Colum- 
bia, where he has been acting on the 
Government Fish Commission, is outspoken 
in his disapproval of the Ontario govern- 
ment's newly inaugurated fishing activit>'. 
He makes the point that in entering this 
new activity without consulting the whole- 
saler or asking his support, the government 
is not meeting the wholesaler on an even 
basis, but is giving itself a decided advan- 
tage. 

The government is opening practically 
virgin waters for its own fishing scheme, 
waters that have been closed to commer- 
cial fishing. The provincial government is 
taking a goo4 deal of credit for lowering 
the price of lake fish to the consumer. It 
is Mr. James' opinion, however, that lower 
prices would naturally have resulted from 
the opening of these new waters, quite 
apart from any government action, by the 
automatic effect of increased production. 

It is not the effect that this activity may 



(From the Financial Po8t, Toronto. Canada.) 

have on individual businesses that Mr. 
James fears, but the effect that it will 
actually have on the campaign to increase 
the consumption of fish in Canada. In- 
stead of increasing consumption Mr. James 
sees a decreased consumption, and instead 
of a decreased, an increased price. 

American Competition 

American competition has always been 
a strong factor on the Canadian fish mar- 
ket. American buyers bid high for con- 
tracts on the fisherman's output, and only 
by being able to pay a fair contract price 
is it possible for the Canadian fish mer- 
chant to prevent the bulk of the Canadian 
fish crossing the line. Under this new 
government movement the odds will all be 
in favor of the American buyer. The fish- 
erman, who, as in other lines of activity, 
is faced with higher costs, costs of net, of 
boats, of labor, will not be able to pro- 
duce fish to sell at the figure the provincial 
government price would ensure him. The 



wholesaler, having to sell in competition 
with the government figure, could not pay 
more, consequently the Canadian fisherman 
must seek the only market offering, that 
of the United States. With this supply 
withdrawn, the government supply would 
be merely a drop in the ocean. 

There can be only one conclusion from 
these arguments in Mr. James' opinion. 
The actual result of this government activ- 
ity must in the end not only prove a dis- 
turbing .element to business, a discounting 
element in the campaign to popularize fish, 
but also an actual factor toward increased 
price. As decreasing the price of fish is 
the only justification that the Ontario gov- 
ernment has, Mr. James believes that no 
good can come of the scheme. A move is 
on foot among the wholesale fish men 
whereby some arrangement may be made 
with the Ontario government whereby 
some of the results hoped for may be ob- 
tained without a total disruption of already 
existent business. 



The Importance of the Depreciation Problem 



R] 
however closely its operation may 
follow the line of protection of 
the consumer, must also protect the in- 
vestor or its work will be destructive rather 
than constructive," says the Telephone 
Engineer in a very interesting editorial on 
"The importance of the depreciation prob- 
lem." It proceeds: "Despite the popular 
idea of capitalistic ownership of utilities, 
the actual owners are, to a very large ex- 
tent, the representative people themselves. 
They are the ones who benefit or suffer by 
the decisions of regulating bodies which add 
to or subtract from the security of their 
investment." 

This is true and very well said. Only 
those who care nothing about the facts 
pretend now to say that public utilities are 
the property of the few. Beginning with 
the railroads and running the gamut of 
the utilities, their proprietorship, as a mat- 
ter of fact, is very widely diffused; their 
securities are more and more being pur- 
chased by the rank and file of investors, 
small as well as large. 

This gives cogency to the point that regu- 
lation must safeguard the company's 
rights. In other words, it comes back to 
the slogan of this magazine that "the power 
to regulate involves the obligation to pro- 
tect." Investments that are not fairly and 
fully protected in their simple rights will 
not continue to attract investors. 

As to depreciation, the editorial goes on 
to say that "Upon the question of deprecia- 
tion rests the whole problem of profit and 
loss. With a specific and limited return set 
upon the investment, inadequate deprecia- 
tion figures bear a loss to the investor, 



where correct and therefore adequate de- 
preciation figures* would allow a reasonable 
profit." 

The Case of Municipal Utilities 
The writer speaks of the low calculation 
of depreciation being a weakness in the 
operation of many utilities. Perhaps it is, 
hut what he says applies with greater 
accuracy to municipally-owned and oper- 
ated utilities than to those of private own- 
ership. Everybody familiar with the facts 
knows that. Inadequate provision for de- 
preciation on the part of a privately-owned 
utility would, indeed, be a gross injustice 
to the man who had put his money, as an 
investor, into this enterprise ; it would deny 
him protection to which he and his money 
are justly entitled. And the investor would 
not stand for it. 

If that is true of the investor in the pri- 
vately-owned utility, it is equally true of 
the investor in the publicly-owned utility. 
Who is this investor? The bondholder on 
the one hand and the general taxpayer on 
the other. The taxpayer may be considered 
the stockholder. No sympathy or solicitude 
need be wasted on the bondholder. He is 
absolutely assured of his investment, his 
interest, because every dollar's worth of 
property in the community stands back of 
the utilitv whose bonds he has bought He, 
the bondholder, is in reality, the owner of 
the property and, come what may, he gets 
his returns. The property may be a heavy 
loser, it may evade, not only its charge for 
depreciation, but all other fixed charges. 
That makes no diflFerence to the bond- 
holder. His security is the whole taxable 
n roper ty of that city and he gets his 
interest. 
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Taxpayer Holds the Sack 

With the stockholder, the general tax- 
payer, it is a wholly different thing. If the 
rate of depreciation is placed too low, so 
that when the municipal plant is worn out 
there is not enough money in the deprecia- 
tion fund to replace it, the taxpayer — stock- 
holder — is the one to make up the differ- 
ence. Or, what is still more common, if the 
municipal plant, although making "a book 
charge" for depreciation even at an ade- 
quate rate, fails actually to set aside a 
depreciation fund, and has nothing for re- 
placements when the time comes, it is the 
taxpayer who makes up the whole bill — 
who shoulders this additional burden of 
loss. 

Now, the fact is, as every student of 
these conditions knows, it is quite the prac- 
tice with municipal utilities to fail to main- 
tain depreciation funds, adequately at least. 
They slough off this charge onto the tax- 
payer. Say, for instance, the city owns a 
gas or electric light plant and either sets 
aside nothing or an inadequate amount for 
depreciation, the loss is made up by the 
general taxpayer, whether he be a patron 
of the plant or not. Every taxpayer does 
not use gas or electricity. They are not 
wholly indispensable. Either may be a sub- 
stitute for the other or if necessary be 
supplanted by the cruder kerosene lamp for 
lighting and coal or wood for cooking. So 
that the general taxpayer is not identical 
with the patron of the plant. It is unjust 
to impose these additional losses on any 
taxpayer, though a patron; it is indefensi- 
ble to impose them on a taxpayer who does 
not even patronize the utility. 
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Judge Government Ownership of Railroads by What 
Two Important Political Boards Have (Not) Done 



(From the New York Afai7.) 

THE Conference Committee on Na- 
tional Preparedness of New York, 
in the language of the street, has 
opened its mouth and put its foot into it. 
It makes the silly statement: 

"The exigencies of war may force gov- 
ernment ownership in the surprisingly near 
future." 

The Conference Committee on National 
Preparedness does not deny the great and 
imselfish service of co-operation which 
the railroads of the United States are to- 
day rendering. It conscientiously details 
these services and then says: 

**But when all that is done; when un- 
necessary passenger trains, dining and par- 
lor and private cars have been eliminated: 
when available freight cars are used 
wherever needed, regardless of ownership; 
when shippers have pooled their coal, and 
perhaps other improvements — even then 
our railroads cannot meet the total de- 
mand, and the worst is yet to come.** 

Under these circumstances, the worst 
that could come would be government 
ownership. If the government took over 
the railroads of the United States there 
would be not a single increase, in any di- 
rection, in their ability to carry freight. 
They would remain precisely as they are 
today. The difference from the present 
situation would simply be this: political 
influence would enter into the determina- 
tion of the administrative and operating 
forces of a national railroad. Political in- 
fluences would upset the freight structure 
now so delicately balanced between local- 
ities. Political influences would affect the 
priority of freight, with its vital bearing 
upon the life and death of industries, dur- 
ing this war time. Even if by some 
miracle this were averted, we should in- 
evitably have a slowing down, not a speed- 
ing up, of our transportation machine. 

Whoever wants to judge of the prob- 
able efficiency of railroads operated by the 
government, or whose . operation is con- 
trolled by the government, need only cast 
his memory back to the record of the 
Shipping Board and the Emergency Fleet 
Corporation. The Shipping Board has 
been in existence for nearly a year. Only 
a few months ago did it succeed in formu- 
lating the definite plan for expending the 
hundreds of millions of dollars given to it 
for creating an American merchant ma- 
rine. The Emergency Fleet Corporation 
have not yet risen to the point of evolving 
a plan upon which they will pay for the 
ships that they have commandeered and 



are having constructed. They have yet 
taken no measures to have those ships 
worked upon by night shifts in the ship- 
yards, thus hastening their completion. If 
the railroads a year ago had been able 
to raise $750,000,000 for increasing their 
equipment, and had been given command 
over the manufacturing facilities of the 
United States, in order to get that equip- 
ment easily constructed — if, after all this, 
they were able to make only as small a 
showing as the Shipping Board has made, 
the country would be up in arms against 
them. 

Under the most difficult circumstances 
the railroads of the United States have 
done wonders. For ten years before the 
war federal regulation of their rates had 
been so stringent that they were unable 
to finance additions to their layout and 
equipment, to keep pace with the growth 
of traffic. During the early period of the 
European war it was difficult for them to 
get their orders filled because of the com- 
petition of buyers of war supplies pro- 
vided with unlimited funds. Since we 
entered the war, locomotives, operatmg 
and engineering forces, freight cars, have 
been taken from its railroads and shipped 
abroad, especially to Russia, to relieve 
congestion there. In spite of all this, our 
roads are carrying more freight and pas- 
senger traffic than ever before in their 
history. 



Municipal Plants Raise Rates 

Municipally-owned as well as privately- 
owned utilities are steadily raising rates. 
Municipal plant increases are not as num- 
erous as private plant increases for two 
very obvious reasons, first, there are com- 
paratively few of the municipal plants and 
second, a municipal plant really does not 
have to raise its rates, for it can continue 
to make up its losses from the general 
tax fund, while a privately-owned plant 
must pay its way or go to the wall. 

The Sturgeon Bay, Wis., municipal wa- 
ter, electric and heating plants advanced 
their rates the first of the year because 
they had been losing larger sums than 
the people felt like submitting to. The 
water plant for the year ending June 30, 
1917, lost — according to its own figures — 
$1,003! the electric plant lost $2,034, the 
heating plant $3,110. 

Even the much-advertised municipal 
electric plant of Chillicothe, Mo., found it 
necessary to raise its rates in February. 

The municipal water and electric plants 
of Attica, Ind., have also increased their 
rates recently. 



Theory and Practice 

"From an experience covering twenty 
years in the designing and supervising of 
water, light and power plants, it is safe 

Page 94 



to say that any municipality of more than 
25,000 population which owns its water, 
light and gas plant would in a very few 
years dispense entirely with all form of 
taxation, for the revenue produced would 
take care of maintaining all other institu- 
tions of the entire municipality." — State- 
ment of engineers employed to give "ad- 
vice." 

And yet in these twenty-five years cov- 
ered by the experience of these engineers 
hundreds of these utility plants have failed 
from one end of this country to the otfier 
simply because theories run in one direc- 
tion, practice in another every time that 
politics takes hold of private industry. 



Legislators Oppose Public Owner- 
ship. 

The committee on street railways in 
the Massachusetts legislature recently filed 
a report containing suggested methods of 
solving certain street railway problems, 
but opposing public ownership. It found 
no hope of solution through that means. 
The committee recommended a service-at- 
cost plan of regulating rates and divi- 
dends; bonding jitneys, abolishing commu- 
tation taxes and advanced other forms of 
relief for the companies. 



The public ownership organizations that 
have entered upon the vigorous propa- 
ganda campaign should see at the outset 
the wisdom of holding strictly to the facts 
in all their statements. 

It would seem, however, that with the 
Government and all private industry clam- 
oring for labor — of which there is a 
scarcity — this was a poor time for munici- 
palities to launch enterprises whose con- 
struction calls for any considerable num- 
ber of laborers. It is also a poor time 
for cities to project schemes dependent 
upon flotation of securities with the Gov- 
ernment, in its win-the-war enterprise, re- 
quiring a right-of-way to the security 
market. 

Americans are learning new lessons in 
domestic economy as a result of this war 
and it is a good thing. It would be an 
equally good thing for them to learn new 
lessons — and apply them — in civic economy, 
lessons, for example, that would teach 
them the mischief of wasting public funds, 
of playing politics with the people's money. 
The average American city is so extrava- 
gant that it has become trite to say so. 
Yet with all our theories and fads and 
experiments, we go right along wasting, 
wasting, wasting, all the time pretending 
that each new fad is full of advantage for 
us. 

Good morning I Who is on top in Rus- 
sia today? 

Now we know why they used to call a 
dog "Kaiser." 



In the herculean task of reconstruction 
which the war will impose upon the Amer- 
ican people, it will not do to put the ban 
of government ownership on the genius 
of private initiative. 
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Purpose of this Magazine 

THE purpose of this magazine is to present the 
facts about public utilities, both privately and 
govemmentally owned; to inform its readers about 
these important industries in which all citizens are 
vitally interested. 

Dedicated to the public service, to the highest good 
of the taxpayer, this magazine is opposed to govern- 
ment ownership and operation of public utilities be- 
cause it believes paternalism is the antithesis of indus- 
trial freedom and independence. 

In steam and electric railways, in telegraphy and 
telephony, in electric and gas lighting, heating and 
power, the United States leads the world as the result 
of the genius, thrift and economy of individual initia- 
tive and private enterprise. 

Political conditions in this country, as experience 
proves, defeat economic and the most efficient opera- 
tion of public utilities by city, state or federal govern- 
ment. Experience also proves that government oper- 
ation of public utilities burdens the taxpayers with 
great economic waste. 

Experience convinces this magazine that the public 
can secure the best possible service at the lowest pos- 
sible cost by leaving the ownership and operation of 
steam and electric railways, electric light and power, 
gas, water and telephone properties to individuals of 
technical knowledge and practical training under such 
governmental regulation as will best protect the inter- 
ests both of the public and the companies. 



S. 0. s. 



THROUGHOUT the country at 
this time public utility rates are 
being raised so as to enable the 
companies to come somewhere 
near approaching a parity with their abnormally 
high costs of operation. In most cases where com- 
missions are granting applications for increased 
rates they are doing so without requiring appraisals 
or valuations of the property involved. They are 
finding ample evidence to guide their actions in the 
reports and records filed by the companies or avail- 
able to the commissions. This is, of course, the only 
wise and fair rule to pursue. If the utilities have 
to wait on valuations, which always require a great 
length of time and involve all sorts of extraneous 
influences, they stand a poor chance of getting the 
prompt relief they need, and which even the presi- 
dent of the United States has said they must have. 
It is also worth noticing that President Wilson said 



in his notable reply to Secretary McAdoo, recom- 
mending help for the utilities, that he hoped city and 
state authorities would ^^ respond promptly to the ne- 
cessities of the situation, * ' The chief need is prompt 
relief. The Illinois Utilities Commission took this 
course in granting an increase in power rates to the 
East St. Louis Power & Light Co. It found the 
company ^s records all it required as evidence that 
the company must have increased rates, so it very 
justly and wisely waived the matter of a valuation. 
War waits on nothing. It levies its tolls on all alike 
with grim and unfaltering decision. In the present 
situation it sent the operatmg costs of utilities up 
beyond all precedent with rapier-like celerity, bring- 
ing on a crisis which could be relieved only by the 
promptest possible action. It is a great tribute to 
the sense of justice and reason on the part of most 
commissions that they recognize this fact. 



mg Point 



ELSEWHEEE in this maga- 
zine appears the substance of 
a decision by the Illinois Public 
Utilities Commission granting 
the right of an increase in electric power rates to 
the East St. Louis Light & Power Co., all of which 
is very interesting, but to one point of which we de- 
sire to draw special attention. That point lies in 
these words: 

**As the cost of the service to a utility increasefl, 
the value of the service to the electric power con- 
sumer correspondingly increases.'^ 

The same thing might be said with reference to 
any other consumer. And it ought to be more clearly 
understood than it is by the consumer. The average 
consumer is too ready to take an ex parte view of 
an increased utility rate. He thinks only of the fact 
that he has to pay more for his service, without 
realizing that, **as the cost of the service to a utility 
increases, the value of the service to the consumer 
increases.'' 

**The pertinence of this reasoning," says the com- 
mission in its order, ''lies in the fact that it shows 
that the utility has very vital interest in adjusting 
rates, to see to it that by doing so it is not proposing 
an injustice to the consumer which will lead to a 
withdrawal of business.'' 

Has the consumer ever thought of that? Probably 
not. He is often too apt to overlook that and the nu- 
merous other tangible and intangible hazards attend- 
ing the conduct of the utility business. It is well, in- 
deed, for conamissions, dealing with the vitals of 
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these problems, to bring out these otherwise hidden 
treasures of truth so that they may be brought to the 
attention of the average consumer. After all. it gets 
back to the fact that whenever utility problems are 
dealt with solely on their merit solutions are easy 
to obtain. It is only when these matters are tossed 
into the hopper of politics or other forms of selfish 
consideration that it becomes virtually impossible 
to reach right conclusions. Escape from this de- 
structive system is facilitated through the opera- 
tion of a capable and just commission, such as most 
states now have. 



On Merit 



DR. THOMAS CONWAY, Jr., 
of the Wharton School of Fi- 
nance, University of Pennsyl- 
vania, a public utility expert as 
well as expert in the matter of advising on invest- 
ments, says as to the need of increasing utility 
rates : 

**The future of the public utility is dependent 
largely upon the broadmindedness with which well 
founded pleas are received and considered. If his- 
tory is any guide, it would appear that there is 
strong probability of abnormally high prices pre- 
vailing over a period of years. ' ' 

Two things are certain and self-evident: First, 
public utilities are public necessities and to dis- 
charge their obligations to the public must be main- 
tained, as President Wilson so well says, ^'at their 
maximum efficiency"; second, that is possible only 
by permitting such rates to be charged by the utili- 
ties as will enable them to make a return on their 
investment sufficient to sustain their credit and 
thereby keep up equipment and extensions. 

That means, of course, as Dr. Conway inti- 
mates, that these utilities and their problems must 
be dealt with strictly on their merit; that politics 
nor any other extraneous influence can not be allowed 
to enter into the consideration of these problems. 
The city or state that condones or coimtenances polit- 
ical or other selfish jugglery of these questions does 
gross and foolish injury and injustice both to itself 
and the utilities affected. 

Another point suggested in Dr. Conway's state- 
ment is that, while utilities have been appealing for 
rate increases as emergency measures, it is very 
likely that these increases for the most part will 
have to stand for some years, if, indeed, they do not 
have to go still higher, for there is nothing in the 
present economic situation to justify the belief that 
the range of prices is going to be downward for 



some years at any rate. The utilities have been 
very moderate in their demands, but it will be the 
part of wisdom for communities to see that they get 
reasonable increases while they are getting any. 
The increase in their costs of operation have been 
all too great to make it possible for the companies 
to survive on half -loaf advances. 



Bad Faith 



THE man who bobs up with a 
cry for municipal ownership as 
the solution when a utility asks 
for permission to raise its rates 
to enable it to keep out of the bankruptcy court begs 
the question or shows bad faith or both. The in- 
economy of municipal ownership does not make it a 
possible solvent for any such problem, especially at 
such a time as the present. With cost of materials, 
labor and money soaring in abnormal altitudes, it 
is, to say the least, incompatible with the thought of 
good business, if not of common honesty, for a city 
to talk about embarking iti municipal ownership at 
present. Besides, the nation is too badly in need 
of every physical resource available to justify the 
needless waste of resources and facilities which the 
duplications and the multiplied overheads of 
municipal ownership in competition with private 
ownership or otherwise would bring about. Secre- 
tary Baker of the War Department, an outstanding 
exponent of municipal ownership during his day in 
Cleveland politics, puts the thing patly when he 
says that the one test for a city contemplating ex- 
penditures is '*will the men, money and material 
thus employed best serve the nation's purpose at 
war in this way! If not, abandon the enterprise, '^ 
or words to that effect. The only justification for 
municipal ownership, therefore, would be the im- 
possibility of getting service through private owner- 
ship. 



The Test 



WITHOUT departing from its 
established policy of refraining 
from dabbling in party politics, 
this magazine desires to join in 
the demand for the election to office in the coming 
fall campaigns of such men only as have proved 
themselves to be four-square Americans. One issue 
today stands above all others, completely overshad- 
owing party lines, and that is the issue of American- 
ism as related to the world-wide cause of democracy 
for which our country and her allies are battling on 
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land and sea. Let that issue be applied as the acid 
test of the fitness of every candidate. Elect no man 
to oflSce who cannot pass a 100 percent test on that 
issue. Elect no man who for any reason whatever 
finds it necessary to explain or apologize for his 
Americanism. There will be plenty of men whose 
Americanism will need no apologies without both- 
ering with the others. Party organizations may 
well be maintained, for this is a government by par- 
ties, and yet we believe every patriot will admit that 
the supreme issue this year is more important than 
party. No doubt it will be found wise in some in- 
stances for parties to merge their lines and com- 
bine on one man. Where that appears to be wise, we 
hope it will be done. The sole object is to elect only 
such men as will stand true to the nation's purpose 
of the most vigorous, relentless prosecution of this 
war in order that allied victory may be achieved at 
the earliest possible moment. To place in responsi- 
ble official positions men who would do less than 
that is to impose upon the American people a handi- 
cap which will amount to a menace. 



ing expedients: Reducing service, cutting wages, 
raising fares, or making up the deficit by taxation." 

The commission was speaking from a knowledge 
of what is done — ^from experience. It was not the- 
orizing about the matter. What it said is, of course, 
true, and the significance of it should, not be lost. 
It does not show good faith to try to solve the prob- 
lems or cure any defects of private ownership and 
operation by proposing municipal ownership. In 
fact, the proposition is seldom made in the best of 
faith, or if it is made in good faith, then it lacks the 
force of knowledge back of it. 

It is very interesting that these state commissions 
whose business is dealing with all kinds of utilities 
seldom if ever find anything in municipal ownership 
which offers desirable advantages to the patron of 
a utility or a taxpayer. The demand for municipal 
ownership always comes from sources less informed 
or less impartial, or both. 



Advice 



THERE are a few so-called en- 
gineers in this country whose 
patronage comes almost entirely 
from municipalities. Because of 
the reputations these men have acquired they are 
retained in cases where political considerations are 
to be respected. One of these men, for instance, is 
not an engineer at aU, but merely a clever statis- 
tician who has earned a wide reputation for the ex- 
tremely low valuations he places on utility proper- 
ties, the ruinous rates he recommends for all kinds 
of utility service and a decided leaning toward mu- 
nicipal ownership. It is no wonder that city officials 
who seek to advance their political interests through 
attacks on corporations always retain an '^engineer" 
^f this character, despite the fact that during the 
hearing of most of the cases the '* engineer'' is quite 
thoroughly discredited — and disregarded in the de- 
<;isions. 

When you are playing politics it is always well to 
ongage an *' engineer" whose recommendations you 
can anticipate with confidence. In other words, al- 
ways buy the kind of ** engineering" advice you want 
to serve your political purpose. 



IN that remarkable decision by 
If A N rn which the Oregon Public Serv- 
IH* V. WO l/UTC ice Commission raised the street 
car fare of the Portland Rail- 
way, Light & Power Company from 5 to 6 cents ap- 
peared this allusion to municipal ownership and op- 
-eration : 

** Under city management service could be main- 
tained only by a resort to one or more of the follow- 



Merit 



JOHN SKELTON WILLIAMS, 
comptroller of the treasury, 
urges that public utilities be 
given adequate rates in order 
that they may render adequate service in this hour 
of the nation's extremity, when the utilities are in- 
dispensable to national welfare. He says the relief 
must be prompt as well as adequate. He says that 
to deny such relief would jeopardize the efficiency 
of the utilities and that would be a ** national calam- 
ity." 

Could anything be stronger! The president, him- 
self, with all his multifarious duties, finds time to 
urge similarly the necessity of giving utilities a 
square deal. The national government is not merely 
pleading for the utilities ; it is pleading the cause ' 
of the public, of the nation, which is depending vi- 
tally upon the utilities, must so depend, at this time. 
We invite every reader carefully to study the part 
of the comptroller's report published on another 
page of this magazine. See for yourself what those 
at the head of the nation are thinking and saying. 
Then ponder for yourself. Ask yourself the ques- 
tion, **Dare I listen to the voice of political self-in- 
terest, of demagogy, of propaganda at a time like 
this, when the voice of my government solemnly 
warns me against it!" 

That city or state that fails to deal with the utility 
question today on its merits is going to regret it ; it 
is going to hurt its own best interest and the na- 
tion's. Let no man in public office think now of put- 
ting his own interest above that which the govern- 
ment considers first with relation to utilities today. 
Don't try to fool the public, or undeceive the public 
if it is already fooled. The part of the statesman is 
to come out in the open and tell the people what is 
what and then stand by it. 
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Hundreds of Utilities Secure 
Increased Rates 

This Magazine, in Four Months, Reports 473 Advanced Rate Schedules 
Put Into FJSect by Gas, Electric Light and Electric Railway Companies 

Exactly 473 rate increases for gas, electric light and elec- Donnellson — Southern Illinois Light & Power Co. 

trie railway companies have been reported in the January, Palmer — Southern Illinois Light & Power Co. 

February, March and April issues of this magazine. This Indiana 

"does not include a number of rate increases reported for ^ ... ^ ,.. t^ , ,. o • ^ 

water works, steam heating and telephone utilities S''t?'''''n ~^T^ki'''' -fi ^^^'f ^^Z'^% S?' r 

..,,,. . t J rr X .t_ Noblesville — Noblesville Heat, Light & Power Co. 

Although this magazine has made a strong effort to gather Bedford-Southern Indiana Power Co. 

information along this line, undoubtedly a very large num- Sheridan-Sheridan Water, Light & Heat Co. 

ber of rate increases have escaped its attention. In quite a _- 

few states utility companies are permitted to increase rates Kansas 

without first securing an order from a public utility com- Beloit — Municipal plant, 

mission and. there being no offical report, a great many of Michigan 

these cases do not become known outside of their own c - r- t^ i- 

^^«,*«,,«;*;^.. baginaw — Consumers Power Co. 

communities. ^ *.t tt *_• 

^, , . , . . , .- New Hampshire 

folTows'^'" '"'''^'" '"^ '" '"''^"'"' ^ ^''^ ^ ^' Plymouth-Plymouth Electric Light Co. 

* New Jersey 

E?ectSghrand power companies .' .' ! .* .' ! ""^ 17,^^^ r ^""^ ""^"^ ''*^'' ^"^'^^ ^""^ towns-Public Service 

Electric railway companies 168 H-lectnc Co. 

In the January, February and March issues of this maga- 
zine were reported 154 increases for gas companies, 34 in- ^e\v York City — Bronx Gas & Electric Co. 
creases for electric light companies and 98 increases for elec- New York City— New York Edison Co. 
trie railwav companies, and in this April issue are reported Brooklyn— Edison Electric Illuminating Co. 
55 increases for gas companies, 62 for electric light and Long Island City— New York & Queens Electric Light 
power companies and 69 for electric railway companies, as & Power Co. 

follows: Staten Island — Richmond Light & Railroad Co. 

Utica — Utica Gas & Electric Co. 

ELECTRIC LIGHT AND POWER INCREASES North Dakou 

Colorado Fargo — Union Light, Heat & Power Co. 

,-.^ 11 r.. /-1JT1 /- Grand Forks — Red River Power Co. 

Montrose — Western Colorado Power Co. ^, . 

Durango — Durango Gas & Electric Co. Unio 

Ourav— Ourav Electric Power & Light Co. Dayton— Dayton Power & Light Co. 

Delta— Western Colorado Power Co. Youngstown— Youngstown & Sharon Street Railway Co. 

Connecticut Oklahoma 

-. . T> .. . ^ .. T • , o T^ ^ Oklahoma City. — Oklahoma Gas & Electric Co. 

New Britain-Connecticut Light & Power Co. Coalgate-Public Service Co. of Oklahoma. 

Norwalk-Connecticut Light & Power Co. Lehigh-Public Service Co. of Oklahoma. 

Waterbury-Connecticut Light & Power Co. Phillips-Public Service Co. of Oklahoma. 

Birdgeport-Umted Illuminating Co. Britain-Oklahoma Gas & Electric Co. 

Delaware Durant — Consumers Light & Power Co. 

Wilmington— Wilmington & Philadelphia Traction Co. Pennsylvania 

Illinois Pittsburgh — Duquesne Light Co. 

Scranton — Scranton Electric Co. 

Mattoon— Central Illinois Public Service Co. New Castle— New Castle Electric Co. 

Toulon — Public Service Co. of Northern Illinois. Erie Erie Lighting Co. 

Lena— Lena Electric Light & Power Co. Erie— Erie County Electric Co. 

Monmouth — Monmouth Public Service Co. South Carolina 

Coulterville — Saline Electric Co. ^, , ^ i-j . 1 t^ 1 o t • u*.- /- 

Perry— Perry Light & Power Co. Charieston-Consolidated Railway & Lighting Co. 

Alton— Alton Gas & Electric Co. Tennessee 

East St. Louis — East St. Louis Light & Power Co. Chattanooga — Chattanooga Railway & Light Co. 

Coffeen — Southern Illinois Light & Power Co. Texas 

Marine-Southern Illinois Light & Power Co. Houston-Houston Lighting & Power Co. 

Sparta — Saline Electric Co. iiru 

Little York- Little York Electric Co. ^^" 

Amboy— Illinois Northern Utilities Co. Spring City— Municipal plant.^ 

Raymond— Southern Illinois Light & Power Co. Vurginia 

Troy—^Southem Illinois Light & Power Co. Norfolk — Virginia Railway & Power Co. 
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Washington 

Tacoma — Puget Sound Traction, Light & Power Co. 

West Virginia 
Bluefield — Appalachian Power Co. 

ELECTRIC RAILWAY RATE INCREASES 

Arkansas 

Hot Springs Street Railway Co. has discontinued sale 
of six tickets for 25 cents and twenty-five tickets for $1. 

California 

Los Angeles & San Diego Beach Railway has increased 
price of monthly commutation tickets. 

Petaluma & Santa Rosa Railway Co. increased price of 
commutation tickets. 

San Francisco, Napa & Calistoga Railway increased 
price of commutation tickets. 

Connecticut 

Danbury & Bethel Street Railway Co. increased fare be- 
tween Danbury and Bethel from 5 cents to 10 cents; five 
tickets for 35 cents. 

Shore Line Electric Railway increased zone fares and 
mileage rates from 2 to 3 cents. 

Illinois 

Chicago & Joliet Electric Railway Co. reduced length of 
zones and increased mileage rates. 

Rockford & Interurban Railway Co. increased mileage 
rate. 

Joliet city lines of Chicago & Joliet Electric Railway Co. 
abolished sale of six tickets for 25 cents and fifty tickets 
for $2. 

Indiana 

Fort Wayne & Northern Indiana Traction Co. eliminated 
reduced rate tickets and put straight 5-cent fare into effect. 

Vincennes Traction Co. abolished reduced rate tickets. 

Indianajpolis & Cincinnati Traction Co. increased rate 
from 2 to iy2 cents per mile. 

Iowa 

Tri-City Railway Co., Muscatine, abolished sale of six 
tickets for 25 cents. 

Davenport city lines abolished sale of six tickets for 25 
cents. 

Kentucky 

Owensboro City Railway Co. discontinued sale of six 
tickets for 25 cents. 

Maine 

Lewiston, Augusta & Waterville Street Railway abol- 
ished sale of eleven tickets for 50 cents. Also reduced 
length of zones. 

Bangor Railway & Electric Co. reduced length of zones. 

Somerset Traction Co., Skowhegan, reduced length of 
zones. 

Maryland 

Hagerstown & Frederick Railway Co. discontinued sale 
of reduced fare tickets and increased zone fares from 5 to 
6 cents. 

Massachusetts 

Brockton & Plymouth Street Railway Co., Plymouth, in- 
creased fare from 5 to 6 cents and school children's tickets 
from 2j^ to 3 cents. 

New Bedford & Onset Street Railway, New Bedford, 
increased fare from 5 to 6 cents and discontinued sale of 
24 tickets for $1. 

Boston & Worcester Street Railway introduced copper 
zone system. 

Holyoke Street Railway Co. increased fare by re-ar- 
rangement of zones. 

Mil ford & Uxbridge Street Railway Co. increased zone 
fare unit from 5 to 6 cents. 



Norton, Taunton & Attleboro Street Railway increased 
zone fares and school childreix's rate. 

Worcester & Warren Street Railway Co., connecting 
Spencer, East Brookfield, Brookfield, West Brookfield, 
Warren, West Warren and North Brookfield. — In this elec- 
tric railroad, with 19.6 miles of track, urban fares have 
been increased from 7 to 10 cents and the use of one-man 
cars and freight-express operation authorized. A public 
meeting of the citizens of the towns served by the road 
appointed a committee of ten, and this committee recom- 
mended the introduction of the lo-cent fare, one-man cars 
and freight-express operation. 

Michigan 

Jackson — Michigan Railway Co. granted 6-cent fare rate 
by city commissioners. 

Grand Rapids, Grand Haven & Muskegon Railway in- 
creased mileage rate. 

New Hampshire 

Dover, Somersworth & Rochester Street Railway in- 
creased zone fare unit from 5 to 6 cents and school chil- 
dren's rate from 2^ to 4>4 cents. 

Keene Electric Railway Co. on March 17 increased its 
base rate from 6 to 7 cents. 

Claremont Railway & Lighting Co. authorized by state 
commission to increase freight rates 20 per cent. 
New Jersey 

New Jersey Rapid Transit Co. increased zone fare unit 
from 5 to 6 cents. 

NIew York 

Cortland County Traction Co. abolished sale of reduced 
fare tickets. 

Auburn & Syracuse Electric Railroad increased mileage 
rate. 

Homell Traction Co. increased zone fare unit from 5 
to 6 cents. 

Southern New York Power & Railway Corporation, 
Cooperstown, increased mileage rate from ^^ to 3 cents. 
North Carolina 

North Carolina Public Service Co. abolished sale of re- 
duced fare tickets. 

Ohio. 

Cleveland, Southwestern & Columbus Railway, Qeve- 
land. — Former mileage rate 2c ; present 2>4c ; reduced rates 
also increased. 

Northern Ohio Traction & Light Co., Akron. — Former 
mileage rate i^c] present 2c. 

Northwestern Ohio Railway & Power Co., Toledo. — 
Former mileage rate 2c; present 2>4c. 

Stark Electric Railroad Co., Alliance. — Price of 500-mile 
mileage books increased from $7.05 to $10. 

Toledo & Indiana Railroad Co., Toledo. — Former mile- 
age rate 2c; present 23/2C. 

Oklahoma 

Bartlesville Interurban Railway, Bartlesville. — Reduced 
rate tickets abolished. 

Shawnee-Tecumseh Traction Co., Shawnee. — Former 
rate 25c ; present rate 30c. 

Pennsylvania 

Scranton Railway Co. increased fare unit from 5 to 6 
cents. 

Butler Railways Co., Butler. — Tickets formerly sold 
forty-eight for $2 ; now sold at forty-two for $2. 

Chambersburg, Greencastle & Waynesboro Street Rail- 
way, Waynesboro. — Reduced rate tickets abolished. 

Citizens Traction Co., Oil City. — Former fare 5c; pres- 
ent fare 6c; reduced rate tickets sold eighteen for $1; 
school tickets formerly sold ten for 25c, now sold ten iFor 
30c. 
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Montoursville Passenger Railway, Montoursville. — Su- 
burban unit zone fare increased. 

Northampton Traction Co., Easton. — Former fare 5c; 
present fare 6c; reduced rate tickets formerly sold twenty- 
five for $1 ; now sold at twenty-five for $1.25. (Con- 
tested.) 

Northwestern Pennsylvania Railway Co., Erie. — Former 
fare 5c ; present fare 6c ; reduced rate tickets sold five for 
25c. (Contested-) 

Shamokin & Edgewood Electric Railway, Shamokin. — 
Sale of six tickets for 25c abolished; commutation tickets 
formerly sold thirty for $1 abolished. 

Allen Street Railway Co., Nazareth. — Former fare zone 
unit 5c; present 6c; former mileage rate 1.95c; present, 
2.34c. 

Altoona & Logan Valley Electric Railway Co., Altoona. 
— Sale of 4c and 4 i/6c reduced rate tickets used in con- 
nection with zone system abolished. 

Carbon Transit Co., Mauch Chunk. — ^Length of zone re- 
duced from four miles to two miles. 

Chanibersburg & Shippensburg Railway Co., Chambers- 
burg. — Former zone fare unit 5c ; present 7c. 

Cumberland Railway Co., Carlisle. — Former zone fare 
unit 5c ; present 7c. 

Lackawanna & Wyoming Valley Railroad Co., Scran- 
ton. — Former mileage rate i%c; present 2c. 

Philadelphia & Western Railway Co., Upper Darby. — 
Former mileage rate 2c; present 2V^c; former reduced 
mileage rate 1.5c; present i.66c. 

Schuylkill Railway Co., Girardville. — Former zone fare 
unit 6c ; present 7c. 

South Carolina 

Columbia Railway, Gas & Electric Co., Columbia. — Sale 
of twenty-two tickets for $1 abolished. 

Texas 

Northern Texas Traction Co., Fort Worth. — Former 
mileage rate 2"^^; present rate 2%c. 

Texas Electric Railway, Dallas.— Former mileage rate 
2%c; present 2%c. 

Vermont 

Bellows Falls & Saxton's River Railroad Co., Bellows 
Falls. — Former fare 5c ; present fare 6c. 

Rutland Railway, Light & Power Co., Rutland. — Former 
fare 5c ; present fare 6c ; reduced rate tickets formerly sold 
at 4.5c; now at 5.4c. 

Washington 

Puget Sound International Railway & Power Co., Ev- 
erett. — Sale of 4c tickets abolished. 

Puget Sound Electrc Railway, Tacoma Railway & Power 
Co., Tacoma. — Sale of eleven tickets for 50c abolished. 

Puget Sound Traction, Light & Power Co., Seattle Div., 
Seattle. — Sale of twenty-five tickets for $1.00 abolished. 

West Virginia 

Appalachian Power Co., Bluefield. — Sale of six for 25c 
and fifty for $1.50 tickets abolished. 

GAS RATE INCREASES 

California 

San Diego — San Diego Consolidated Gas & Electric Co. 
has been authorized by the state railroad commission to in- 
crease its gas rates 2^ per cent. 

Colorado. 
Denver — Public Service Commission has allowed Denver 
Gas & Electric Light Co. to increase gas rates by reducing 
discounts and increasing wholesale and combination rates. 

Georgia 
Augusta — Gas Light Company of Augusta granted an 
increase of 15 cents per M. by the state railroad commission. 



Savannah — Savannah Gas Co. allowed increase of 10 
cents per M. by Public Service Conmiission. 

Rome — Municipal Gas Co. allowed by Public Service 
Commission to increase rate from $1.30 to $1.50 per M. 
Monthly minimum charge increased from 25 cents to $1. 

Illinois 

Bloomington — Public Service Commission allows Union 
Gas & Electric Co. increase of 15 cents per M. Increase 
also applies to Normal, 111. 

Dixon, Belvidere, DeKalb, Geneseo, Mendota, Sterling 
and Sycamore — Illinois Northern Utilities Co. authorized 
by the Public Service Commission to make a 15-cent increase 
in its gas rate. 

Kewanee — Consolidated Light & Power Co. granted an 
increase on 25 cents per M. for gas by the state commission. 

Mt Carmel — Mt. Carmel Public Utilities Co. allowed 
temporary increase of 25 cents per M. 

Monmouth — Monmouth Public Service Co. allowed by 
Public Service Commission to increase gross rate 20 cents 
per M. and net rate 15 cents per M.; also increase monthly 
minimum charge from 25 to 50 cents. 

Hillsboro. — Southern Illinois Light & Power Co. allowed 
increase in gas rate by State commission. 

Galva. — State commission authorized increase in gas rate. 
Indiana 

Auburn — Indiana Fuel & Light Co. granted by Public 
Service Commission increase of 25 cents per M. Same 
increase applies to Kendallville and Garrett, Ind. 

Martinsville. — Public Service Commisson allowed general 
increase in gas rate schedule of Martinsville Gas & Electric 
Co. 

Iowa 

Ames — Iowa Public Service Co. granted increase of 25 
cents per M. by city council. 

Decorah — Decorah Gas Co. allowed an increase of 15 
cents per M. 

Nevada — Iowa Public Service Co. reports increase of 25 
cents per M. 

Shenandoah — City council allows Peoples Light Co. to 
make such increase as it desires up to $1.75 per M. 

Vinton — Vinton Gas Co. has increased rates 25 cents 
per M. 

Kansas 

Fall River — Public Service Commission authorized an 
increase of 10 cents per M. for natural gas. 

Maine 

Calais — St. Croix Gas Light Co. increased its rates on 
March 20. 

Rockland — The maximum gas rate has been increased 25 
cents per M. 

Waterville — Kennebec Gas & Fuel Co. has increased its 
rates 40 cents per M. Monthly minimum charge increased 
irom 50 to 75 cents. 

Maryland. 

Cambridge — Gas & Electric Light & Power Co. reports 
increase of 25 cents per M. for gas. 

Massachusetts 

Abington — Old Colony Gas Co. increased its rate 20 
cents per M. 

Athol — Athol Gas & Electric Light Co. has increased its 
gas rates 10 cents per M. 

Boston — Under the regulations of the London sliding 
scale law, the Boston Consolidated Gas Co. has made a 
lo-cent increase. 

Gloucester — An increase of 15 cents per M. has been 
made in the gas rate. 

Lynn — A 20-cent increase in the gas rate has been put 
into effect. 
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Ncwburyport. — Massachusetts Board of Gas & Electric 
Light Commissioners have allowed an increase in the gas 
rate. 

New Hampshire 

Concord — Concord Light & Power Co. has put into effect 
a monthly service charge of 25 cents. 
New Jersey 

Niew Jersey — In all of the towns and cities served by the 
Public Service Gas Co. the state public utility commission 
has authorized increased gas rates for the duration of the 
war. 

Glassboro — New Jersey Gas Co. made increase by sub- 
stituting for old sliding scale a uniform rate of $1.25 per 
M., plus a readiness-to-serve charge of 25 cents per month. 

Sea Isle City. — State Public Utility commission permitted 
the Seashore Gas Co. to increase rates. 
New York 

Hudson Falls — Public Service Commission dismissed 
complaints of villages of Hudson Falls, Ft. Edward and 
South Glen Falls against United Gas, Electric Light & 
Fuel Co. for increasing gas rates. 

Long Island — The Long Island Lighting Co. on March i 
put into effect a readiness to serve charge of 50 cents per 
month. 

Rensselaer — Albany Southern Railroad Co. reports in- 
crease in gas rate by eliminating the i6j4 per cent discount 
for ID-day payments. Applies also to Hudson, N. Y. 

Watertown — The Northern New York Utilities, Inc., has 
increased its gas rate 15 cents per M. 
North Carolina 

Gastonia — Gastonia & Suburban Gas Co. reports increase 
of 35 cents per M. and the institution of monthly minimum 
charge of 50 cents. 

Oklahoma 

Jennings. — State commission allowed Jennings Gas Co. 
an increase of 20 per cent on domestic gas and 50 per cent 
on manufacturing gas. 

Pennsylvania 

Chester — Philadelphia Suburban Gas & Electric Co. an- 
nounces increases in its schedule of rates ranging from 5 to 
20 cents per M. and an increase of 10 cents in monthly 
minimum charge. 

Hazleton — Luzerne County Gas & Electric Co. increased 
gas rates 20 cents per M. 

Jenkintown — Philadelphia Suburban Gas & Electric Co. 
made an increase of about 16^ per cent in its gas rates. 

West Chester — Chester County Gas Co. has added a sur- 
charge of 10 cents per M. 

York — The York Gas Co. has made increase of 5 cents 
per M. in addition to increase in service charge. 
Rhode Island 

Providence — Providence Gas Co. has made an increase 
of 15 cents per M. 

Tiverton — Gas rate has been increased 15 cents per M. 
Vermont 

Rutland — Rutland Railway, Light & Power Co. has in- 
creased gas rates 30 cents per M. and monthly minimum 
charge from 25 to 50 cents. 

Virginia 

Suffolk — Public Service Commission granted Suffolk Gas 
& Electric Co. an increase of 20 cents per M. for gas, and 
an increase of 25 cents in the monthly minimum charge. 
Both the Chamber of Commerce and the City Council of 
Suffolk recommended this increase to the Public Service 
Commission. 

West Virginia 

Jane I^w, Butchersville, Deanville, Lightburn, and vicin- 
ities. — Increases of 5 and 7 cents per M. in natural gas rates 
allowed by Public Service Commission. 

Buckhannon, Berlin, Hodgesville, and vicinities. — Public 



Service Commission authorized general increase in rates for 
natural gas. 

Elkins, Davis, Corinth, and about thirty other towns. — 
West Virginia Central Gas. Co., West Virginia and Mary- 
land Gas Co., and Northern Natural Gas Co., authorized by 
Public Service Commission to increase rates schedules for 
natural ga§. 

Wisconsin 

Eau Claire — Wisconsin-Minnesota Light & Power Co. 
allowed by Public Service Commission to increase gas rate 
10 cents per M. 

Janesville — New Gas Light Co. granted an increase of 
10 cents per M. by the state commission. 

Watertown — Wisconsin Gas & Electric Co. allowed in- 
crease of 20 cents per M. for gas. 
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The Unes of Rising Costs 
in Gas Maldng 

Are GraphiaJIy shown in the above diagram of essential 

Items, and demoosirate the reasonablftness of from 15% to 20% increased io- 
come 

For 19 Years, since the Gas Plant was erected, the rates for 

gas have been going down- the preaent rates were established in 1910. when 
all rests were reasonable. 

For 2 Years Past, we have been forced to make changes in 

our usual commercial business methods; these abaorbed part of the in- 
creased cost and protected gas consumers from added expense. 

This Year starts with daily increasing problems of oil and 

cual and labor shoruge and expenses. These will cause us soon to -aslc the 
CO operation of consumers to insure Uk additional income, temporarily 

We Must Avoid Gasless Days during these wintry days of 

coal famine.— it is taxing the ability of the management, the plant machin- 
ery and our operators.— but we are not sparing ourselvea to aerve you. know 
Ing how essential gas service is to th<3 community. 

Public Utilities in Orer 400 Glies and towns of the country 

have been already granted increased revenues by higher rates: our in- 
creases will te as reasonable aa we can make them. 

The Chart Below shows graphically the proportion of annual 
Income spent for living expenaea,— you can scarcely find the gaa cost. Try 
this chart on your expense list 




Phlla. Suburban Gas & Electric Co. 

Jan. 15. I9I8 



JENKINTOWN. PA. 

L. R. Dutton. Division Manager. 
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Jackson, Mich., Raises Fare of Michigan 
Railway Company from 5 to 6 Cents 

Daily Newspapers Elndorse the Proposition and City Council Passes 
It Unanimously — Other Michigan Cities to Ask for Same Increase 



THE city council of Jackson, Mich., has granted a 
6-cent fare in that city to the Michigan Railway 
Company. It passed an ordinance to that effect 
March 25. The new fare becomes operative about May i. 

The fare had been 5 cents. The company showed that 
it could not make ends meet on a 5-cent fare with the cost 
of operation sky-high as a result of war conditions. It lost 
$70,479 on that basis in 1917. That is, the company lacked 
just that much of having enough from its earnings to pay 
its bond interest. Its bond interest amounted to $97,693 
and after paying for operation, depreciation and taxes, the 
company just had $27,214 with which to pay this $97,693, 
or a loss of $70,479. 

And it showed that instead of getting better conditions 
were worse thus far this year. In January and February 
together the loss amounted to $18,868, which if kept up for 
the year would have produced a loss of $113,208 for 1918. 

The company conducted a publicity campaign through 
the local daily newspapers, running articles from day to 
day, telling the people exactly what the facts of its case 
were. In its introductory article the company stated that 
it proposed to lay everything fairly and squarely before 
the people, coloring nothing and concealing nothing. It 
dealt with the case as of mutual interest to the city and 
the company. 

Evidently the people were favorably impressed by the 
showing the company made, for with the exception of a few 
chronic "kickers," whom are to be found on all such occa- 
sions everywhere, nobody raised any objection. On the 
contrary, John F. Collins, general manager of the com- 
pany, received a great many assurances from citzens that 



they believed the company was entirely justified in asking 
for this increase from 5 to 6 cents, and was to be com- 
mended on laying the case before the people. 

Both the local daily newspapers, the Citizen-Press and 
the Patriot, endorsed the proposition editorially and pub- 
lished full and accurate news stories about it whenever 
there was occasion for publishing anything. The labor 
paper and another weekly also endorsed it. Labor unions, 
through their local federation, endorsed it, and the street 
car employes were strong for it, publicly. 

The ordinance was introduced and read the first time at 
the city council, March 18, and passed a week later by the 
unanimous vote of the five members, including the mayor. 

It is understood that the street railways in Battle Creek, 
Kalamazoo, Bay City, Owosso and Carunna and Grand 
Rapids are also going to ask for the 6-cent rate. The Sagi- 
naw-Bay City Railway Company is now seeking it in 
Saginaw and is conducting a publicity campaign through 
the daily papers just as was done in Jackson. All of these 
companies are said to be losing money on the s-cent fare, 
as companies are everywhere that are trying to continue 
operation on that fare. 

In Michigan, while there is a state commission, it has 
no jurisdiction in local utility rate matters, so that com- 
panies have to take their cases before the city councils. 

Street car fares are being increased almost by whole- 
sale fashion over the country, simply because their costs of 
operation have gone up from 50 to 300 per cent as a result 
of the war, and it is impossible for them to avoid losses 
and failures on a fare that was fixed to fit the old horse 
car many years ago. 



Labor Pulling Strong for Increased Rates to Public 

Utilities 



LABOR unions are in many places coming to appreciate 
how important it is to them, as well as to the general 
interests, that public utilities shall have increased rates 
to avoid bankruptcy and provide adequate service with fair 
rates of return on their investments. 

The following is an editorial, which appeared recently in 
the Indianapolis Union, the organ of the unions in that city : 

"Obviously we cannot get along without electricity for 
light, heat, power, cooking and a few other things to which 
it has come to be applied. Obviously we cannot produce 
the electricty we need on the premises — except in the case 
of large users of current — wherefore we are wholly depen- 
dent on the wholesalers of current for what has come to be 
a primary necessity to the welfare of civilized man. We 
must pay a just price for the current we use or practically 
our entire domestic and commercial industrial system fails. 

"Now. as a matter of fact, we have not been and are not 
paying the price — ^a condition brought about by the state 
regulation of rates. And the precedent to this condition is 
probably to be found in the methods followed by the men 
who engaged in the manufacture and sale of current. A 
few years ago the costs of production of current were more 



or less speculative; men who were brought into business 
generally had a profit as their objective. They very fre- 
quently had to organize large and more or less unwieldy 
corporate bodies. As the cost of initial installation was 
great, they had to be secured in the permanence of their 
investment, and almost invariably they sought to control 
their field by taking on contracts with municipalities or other 
governmental units. And the franchise involved in this con- 
tract became an asset. 

"As an intangible asset there is no doubt that the franchise 
came to have a market value — and that value was generally 
established by the capacity of the men holding it to exploit 
a prospect. So that, in the course of time, franchise rights 
became the objects of attack — there never was much trouble 
about establishing tangible values on equipment. The fran- 
chise led in the long run to the assumption of regulatory 
powers on the part of the commonwealth, in Indiana. There 
was a great deal of rot talked about inflated values, and 
most of us were inspired with the idea of inserting a pump 
into the treasury of the public service corporation with a 
view to pumping out the water. 

"Which was alT right — except that we overdid the job. 
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We encouraged the fixing of rates for the consumer that not 
only took no account of water but dealt strictly with tangible 
costs of raw material used in the production of electric cur- 
rent. And the rate-fixing power dealt only with market 
costs as they were at the time. There was no elasticity in 
the rates, no account was taken of changing conditions — 
and, of course, the war could not have been contemplated. 
And the consequence is that today the wholesale dealers in 
electric current — ^big dealers and little dealers — are wholly 
unable to produce the commodity they manufacture without 
taking a loss. 

"This is equally true of municipally owned electric plants 
and those in private control — and experience has shown us 
that the privately owned plants are more economically ad- 
ministered generally than those owned by the public. 

"Here is the case in a nutshell : 

"Coal and labor are the big items in the cost of current : 
they stand in the relation of seventy per cent for coal cost, 
22y2 per cent for labor cost, and jYi per cent for mainten- 
ance. Coal has increased in cost something in excess of 
one hundred per cent in the state — ^in the case of one Indi- 
anapolis company the increase is nearly one hundred and 
forty per cent. Labor has increased about forty per cent, 
reckoning all sorts of labor employed. 

"There is no contention about these percentages of in- 
crease; they may vary in communities in proportion to the 
remoteness from the coal supply, but they stand as a whole. 
And every item in the cost of material used by the produc- 



ing companies has shown a more or less menancing trend 
skyward. The advances that have been permitted in iso- 
lated cases are comparatively insignificant and not at all in 
proportion to the increase in tax rates. At least one com- 
pany with an approximate income of a million and a quarter 
will pay this year ten per cent of its gross income for taxes. 

"Now, there isn't a business on earth that can carry such 
a tax burden. There is no chance that the companies pro- 
ducing electric current for sale to the small consumer can 
make and sell their output at prices that were adjusted to 
ante-bellum conditions. These facts are conceded — it is not 
possible to argue about their verity. The Public Service 
Commssion is informed of them — the members of the com- 
mission even know intimately of conditions that are dis- 
tressing some of the electric light and heat and power com- 
panies to the point of breaking. But the commission and the 
public mind has been distracted by theoretical and academic 
discussions of a business that is absolutely practical. 

"The small consumer is the principal consumer of elec- 
tric current. Hundreds of thousands of families and mer- 
chants and firms are concerned in the maintenance of proper 
and just conditions in the market for this commodity — 
many thousands of persons are included in the ownership 
of these utility companies. As an economic fact this entire 
state is vitally interested in the readjustment of rates on a 
basis that will be equitable to producer and consumer, and 
the hands of the Public Service Commission should be up- 
held in taking necessary action to relieve an intolerable sit- 
uation." 



Governor Appeals for Increased Car Fares in 

Boston 



Governor McCall of Massachusetts, in a special message 
to the Legislature on March i, recommended an immediate 
readjustment of fares on the Boston Elevated Railway, 
to continue in force during the war and for one year 
thereafter, in order that the company may be provided with 
the funds necessary to meet the wage increase granted 
as a result of the threatened strike of employes. The 
Governor's message is as follows: 

"A serious condition which in my opinion demands your 
immediate consideration, exists upon the Boston Elevated 
Railway. During 1916 a contract was entered into between 
the railway and its employees, fixing a scale of wages for 
a period of three years. Since the contract was made the 
cost of living has increased rapidly so that the wages fixed 
in the contract do not amount to-day to a living wage, 
especially in the case of an employee with a family to 
support. The men demanded an increase. The railway 
on the other hand had only such income as the law per- 
mitted it to receive. The cost of the operation of the road 
has also increased greatly, and it is claimed that the fare 
it receives to-day is inadequate to enable it to rwider 
efficient service as a common carrier even upon the scale 
of wages fixed in the contract. I do not believe that the 
public desires transportation which must be furnished in 
considerable part at the expense of men who are under- 
paid, or any transportation, the fair cost of which it does 
not pay, but which must in part be paid by somebody else. 

"The present fare was established by the Legislature 
some twenty years ago, and only the Legislature has power 
to deal with it now. This fare was fully adequate at the 
time it was established and for many years afterward, but 
it is very widely claimed that it is inadequate in the condi- 
tions that now exist. I imagine it will not be disputed that 



the railway should be permitted to receive an income which 
with economical management will enable it fairly to per- 
form its obligations as a common carrier. More than that 
it should of course not be permitted to receive. But less 
than that means pc>or service, underpaid employees, and 
ultimate bankruptcy. The Legislature, I am informed, is 
considering the general question of electric railway trans- 
portation both within the city of Boston and outside of it. 
But something should be done immediately to meet the 
conditions existing in Boston ; and it may be done without 
prejudice to any of the propositions which the Legislature 
is now considering, as a method of dealing with the exist- 
ing emergency. 

"I recommend that anything in the charter of the railway 
or in the law to the contrary notwithstanding, our Public 
Service Commission during the continuance of the war 
and for one year thereafter, or until the Legislature shall 
otherwise provide, be given power to fix just, reasonable,, 
and equal rates of fare upon the Boston Elevated Railway ; 
and pending a hearing upon any application for change of 
rates, that the commission shall have power from time 
to time to fix interim rates to have force and effect until 
they shall finally make decision upon the application. It 
is, of course, not possible to foretell how long the present 
abnormal conditions regarding prices will continue after 
the war, but we may follow the analogy of the bill pro- 
viding for the taking of the railroads for war purposes by 
the national government. Of course if conditions during^ 
the time proposed should warrant a decreased fare, it 
would be the duty of the Public Service Commission to- 
establish it. I am convinced that immediate action on 
this subject is necessary in the interest of the public as wdF 
as those who own and operate the elevated railway." 
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Service Can Not Be Sold Below Cost 



The reign of the Five-Cent Fare — 
that autocrat of the electric railway 
industry — is passing. Statistics of in- 
creased fares granted, of applications 
for increases pending and other appli- 
cations contemplated, indicate the un- 
dermining of his unbending rule and 
transition to a rule of reason. 

The War is but hastening the date 
of his departure — it has not caused it. 
For a number of years the close ob- 
server had little difficulty in forecast- 
ing the near arrival of a time when 
operating economies, the shearing of 
profits, the improvements in practices 
and operation would no longer suffice 
to keep even the slightest of margins 
between income and outgo, and when 
the public faced either the marked de- 
terioration of service, no service at 
all, or an increased fare. 

The time is here. The question that 
faces the country is not as to the 
amount of profit that the owners of 
electric railways shall receive. It is 
a question as to the amount of service 



[Editorial from Aera.] 

that the public shall receive, or in 
some instances, as evidenced by those 
not few roads which have gone into 
the junk pile, as to whether it — the 
public — shall receive any service at 
all. 

It is not too much to say that the 
situation involves the future policy of 
regulation of public utilities. Regula- 
tion was designed to secure, as the 
preambles to many of the laws say, 
"the best possible service." If it oper- 
ates for any reason to prevent the 
giving of the service demanded it will 
be discarded and some other method 
of control or operation substituted. 

Increased cost of labor, of materials 
and of capital, have been met in every 
other industry, by an increase in the 
price of the commodity manufactured, 
or the service rendered. From the 
newspaper that ushers in the average 
American's day. to the theatrical per- 
formance at its end, everything — food, 
clothing, necessities and luxuries — has 
increased in price. This is something 



to be expected. It is in response to 
the economic laws which govern 
prices. No legislation can or will for 
any length of time prevent it. Ex- 
cessive profits can be curbed by law, 
but neither goods nor services can for 
long be sold below cost 

It is perfectly apparent, then, that 
despite franchises, or statute, no busi- 
ness, even if it be a quasi-public busi- 
ness, can be conducted at a loss with- 
out financial and even physical ruin. 
The same economic laws that apply 
to the price of bread apply to the 
price of a street car ride. The fact 
that the State assumes the right to 
regulate the latter will in no way pre- 
vent disaster if, in exercising the 
power, it puts the price below cost. 
The public is squarely and fairly con- 
fronted with the alternatives of a 
service which will not meet its needs, 
or an increase in price commensurate 
with the increase in the cost of doing 
business. 



Relief for Rhode Island Electric 

Railways 

Special Legislative G)niinission Recommends Fare Increases and Taxation and Franchise Reforms 



The special commission of the Rhode Island legislature 
appointed to investigate the affairs of the Rhode Island 
Company, which operates nearly all of the electric railways 
in the state, has submitted its report recommending an 
increase in fares through the adoption of a modified zone 
system, the abolition of municipal franchises, the elimina- 
tion of paving obligations and a substantial reduction of 
taxes. 

In accordance with the law creating the commission, that 
body has certified its findings to the Public Utilities Com- 
mission, and has ordered that the new rates of fare and 
the new transfer privileges be put into full force prior to 
April I, 1918. The remainder of the commission's report 
is in the nature of recommendations made to the State 
Assembly. 

Favors Zone System 

The special commission declares that the flat 6-cent fare 
is inequitable and unjust, and it recommends and orders 
established a modified zone system with 5-cent central 
areas. In Providence the existing 5-cent fare limits are 
also adopted as new 7-cent fare limits, thus making a 
uniform increase for all persons in the area between the 
old and the new 5-cent zone limits. 

Between the various central zones there will be inter- 
mediate 2-cent zones, and in general, it is said, the rate 
will be less than 2 cents a mile. To fit existing conditions, 
the length of zone varies somewhat, according to village 
•or town lines. 

The increase in fare between Providence and Woon- 
uocket is 6 cents, from 20 to 26 cents. The fare between 



Providence and Pawtucket is increased to 7 cents, but the 
patron will hereafter be allowed to have a transfer at 
either end of the ride, a privilege now denied. 
Taxes Elxtremely Ebccessive 

The subject of taxation is discussed at considerable 
length in the report, and it is shown that the Rhode Island 
Company pays more than $500,000 a year in the form of 
taxes. This sum, the commission finds, is "extremely ex- 
cessive." The company, the report shows, is under the 
jurisdiction of forty-two different authorities. 

It is recommended that all municipal franchises be re- 
pealed and that all franchise taxes be canceled. Local con- 
trol should also be abolished, the report finds, and the Public 
Utilities Commission should have original and full juris- 
diction over the company. The special commission recom- 
mends that the paving obligation be abolished, aCs it now 
stands, and the company pay only for what it destroys. 
Legislature Halts Relief 

Since the foregoing was put in type the legislature of 
Rhode Island has passed two measures, one ordering the 
Public Utilities Commission not to make any change in the 
rates of fare of the Rhode Island Company, and the other 
creating a special legislative committee of seven to investi- 
gate the proceedings of the special commission which rec- 
ommended the fare increases and other reforms. The leg- 
islative committee was ordered to report not later than 
March 26, and this magazine goes to press too early to re- 
port its findings. 

The trustees of the Rhode Island Company, who are in 
control of the railway property under the decree of the Fed- 
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eral Court for the dissolution of the New Haven Railroad, 
have sent to each member of the legislature the following 
statement : 

"The Chairman of the Board of Tax Commissioners, the 
Chairman of the Public Utilities Commission, and the Bank- 
ing Commissioner, constituting the special commisson to in- 
vestigate the affairs of the company, have now made a re- 
port, which has put into effect a system of fares worked out 
by the commission itself and its advisors as to the adequacy 
of which to meet the needs of the company, the trustees 
can now form no positive judgment. They have, however, 
confidence in the commission and in the report of the com- 
mission's experts, upon which the action of the commission 
is largely based, all of whom believe that, if the relief from 
excessive taxation which the commission recommends is 
granted by the legislature, the new rates of fare will prob- 
ably enable the company to continue in operation, and the 
trustees are willing to try the experiment. 

"In view of the action now proposed nullifying the re- 



sults of the investigation by the official commission, the trus- 
tees of the Rhode Island Company feel it their duty to say 
that it is certain that the company cannot continue to op- 
erate until the next session of the legislature of the State, 
unless action is taken by the Public Utilities Commission or 
by the legislature which will result in a substantial increase 
of revenue. 

"Obviously this increased revenue must come, if at alU 
from the riding public of the cities and towns in which the 
company operates. If the representatives in the General 
Assembly of the various cities and towns take the position 
that, whatever happens, their constituents must not be made 
to bear any part of the burden, the attempt to obtain in- 
creased revenue for the company must fail. 

"What will then happen. It is impossible with certainty 
to foresee, but it is not improbable that the traction system 
will fall apart into the separate companies which at the 
present time lease their properties to the Rhode Island Com- 
pany.*' 



Seven-Cent Fares Asked in New Jersey 



The Public Service Railway Co., operat- 
ing 840 miles of line in New Jersey and 
serving 146 municipalities, has petitioned 
the State Board of Public Utility Commis- 
sioners for an order authorizing it to in- 
crease its 5-cent fares to 7 cents, to charge 
2 cents for a transfer and an additional 
cent for a second transfer. 

The company's petition, in part, follows: 

"In the year 1917 the cost of maintaining 
and operating your petitioner's railway 
system largely increased and will still fur- 
ther increase in 1918. 

"In the year 1917 on account of increased 
costs of labor and materials the cost of 
maintenance and renewals of way and 
structures was $405,514 more than it would 
have been at 1916 prices, and that due to 
the same causes the cost of maintenance 
and renewals of equipment of 1917 was 
$183,657 more than the same would have 
been at 1916 prices. 

"In the year 1917 the cost of power was 
$658,339 more than the same power would 
have cost at 1916 prices. 

"In the year 1917 the cost of conducting 
transportation, excluding the cost of power, 
was $235,231 more than the same would 
have been at 1916 costs. 

"In the year 1917 the taxes levied against 
your petitioner were $279,142 more than 
those levied in 1916. 

"The sum of the excess costs in 1917 
over 1916, as set forth above, is $1,761,885. 

"Notwithstanding the increased costs of 
labor and 'materials in the year 1917 over 
the costs of the same labor and materials 
in the year 1916, these costs have now very 
largely increased over the average 1917 
costs, and will continue to increase during 
the year 1918. 

"At the present costs of labor and mate- 
rials the cost of maintenance and renewals 
of ways and structures in 1918 on the 
basis of work done in 1917 will be $505,- 
981 more than the cost of such mainte- 
nance and renewals in 1917, and the cost 
of maintenance and renewals of equipment 
in 1918 at present costs for labor and ma- 
terials on the basis of work done in 1917 
will be $411,638 more than the cost of such 
maintenance and renewals in the year 1917. 

"The cost of conducting transportation 
in 1918 at present costs on the basis of 



business done in 1917 will be $621,236 more 
than the cost of the same in 1917. 

"The sum of these increased costs for 
the year 1918 at present prices, on the 
basis of the 1917 business, over what the 
same would have cost at 1917 prices as 
set forth above is $1,538.^56. 

"The sum of these excess costs for the 
year 1917 over the year 1916 and of these 
excess costs for the year 1918 over the year 
1917, all as shown above, is $3,300,741. 

"The cost of rails is now 94.6 per cent 
higher than the average cost of rails in 
the year 1916. 

"The cost of track special work is now 
109.5 per cent higher than the average cost 
of such special work in the year 1916. 

"The cost of track labor is now 61.7 per 
cent higher than the average cost of such 
labor in the year 1916. 

"The cost of car bodies is now 52.2 per 
cent higher than the average cost of car 
bodies in the year 1916. 

"The cost of electric equipment of cars 
is now 66.7 per cent higher than the aver- 
age cost of such equipment in the year 
1916. 

"The cost of all other materials and 
labor required by your petitioner, in the 
conduct of its business, has increased a 
large percentage over the average cost of 
such materials and labor in 1916. 

"Your petitioner made capital expendi- 
tures for extensions and improvements in 
1916 and 1917 of $4,444,894, 8 per cent on 
which is $355,591, and now needs large 
sums of money to maintain and improve 
its railway system in order to enable your 
petitioner to meet the present demands for 
service and to provide for the growing de- 
mands for service required by the govern- 
ment and by the public, and your petitioner, 
without the relief hereby asked for, will be 
unable to obtain the new capital necessary 
for such additional construction, equip- 
ment and extensions. 

"In the year 1917 your petitioner carried 
461,354,364 revenue and transfer passen- 
gers, of which number 22.15 per cent, or 
102,201,402, were transfer passengers. 

"A charge of 7 cents in the rate of fare 
where 5 cents is now charged, a charge of 
2 cents for the first transfer, and addi- 
tional charge of 1 cent for a transfer is- 
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sued on a transfer, would increase the an- 
nual revenue of your petitioner $3,700,000. 

"The present rates of fare charged by 
your petitioner are unjust, unreasonable 
and insufficient to allow your petitioner to- 
furnish reasonable and adequate service, 
and maintain the integrity of the physical" 
property, and that the increased rates of 
fare as stated previously are just and rea- 
sonable. 

"Your petitioner therefore prays that 
your honorable body approve and by order 
fix 7 cents as the rate to be charged by 
your petitioner where 5 cents is now 
charged, and in addition thereto a charge 
of 2 cents for each transfer issued on a 
cash fare and an additional charge of 1 
cent for a transfer issued on a transfer, 
and that your petitioner may have such 
other and further relief as may seem rea- 
sonable and proper." 

Thomas N. McCarter, president of the 
company, issued a statement as follows : 

"In making an application to the State 
Utility Board for more revenue Public 
Service Railway is attempting to meet a 
most unusual situation which confronts it 
as the result of economic conditions aris- 
ing out of the war. Abnormal demands 
have been and are being made upon the 
railway to provide transportation facilities 
for shipyards, munition plants and other 
industries that are directly engaged in war 
work and at the same time every element 
of cost that enters into the electric railway 
business has been goin'^ up to hitherto un- 
heard-of levels. 

"If the company is to meet the demands 
made upon it, if it is to provide cars for 
the thousands of extra war workers, and if 
it is to keep its track and equipment in 
proper operating condition, it must have 
more revenue. The 5-cent fare does not 
cover the cost of electric railway transpor- 
tation under existing? conditions. It is 
obvious that such a state of affairs cannot 
go on indefinitely and the public must face 
the fact that it cannot continue to get its 
railway service for less than cost. In 
making up the revised rates of fare we 
have sought to secure only such additionar 
revenue as will enable the company to pro- 
vide adequate service and meet the abnor- 
mal costs of labor and material which the 
war has produced in our business as well* 
as in all other businesses." 
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Utilities Appeal Direct to the 
People for Increase in Rates 

Many G)mpanie8 in Michigan and Other States Conduct Pub- 
licity After Filing Their Petitions So as to Inform the Public 



DRIVEN to the alternative of getting higher rates or 
facing bankruptcy, many public utility companies, in 
addition to filing petitions with local and state com- 
missions, are carrying their cases direct to the people. They 
are acting on the principle that the best way of getting 
relief is to inform the public of the conditions making it 
necessary. This is done in a spirit of co-operating with 
those official bodies which have the determining power, on 
the theory that it will help them to have an informed public 
sentiment back of them. 

The Michigan Railway Company is pursuing this plan in 
Jackson and Lansing, where it is asking for an increase 
from 5 to 6 cents in its urban fares. The company first filed 
its petition with the city commissions and then began a 
"campaign of information" in the daily newspapers, laying 
the whole case, day by day, before the people in these cities. 

Exactly the same thing is being or will be done by the 
Saginaw-Bay City Railway Company in Saginaw, which 
also asks for a 6-cent fare ; by the Michigan Light Company 
in Flint, asking for an increase in gas rates ; by the Rock- 
ford City Traction Company in Rockford, 111., and the 
Janesville City Traction Company in Janesville, Wis., ask- 
ing for a 6-cent fare, and the Evansville (Ind..) Public 
Utilities Company, seeking both an increase in street car 
fares to 6 cents and gas rates. 

These companies run a quarter-page space to each state- 
ment, which is made clean-cut and direct. Like public 
utilities generally that have had to seek relief from war 
cost of operation, these companies are making it plain to 
the people that what they seek is not to be entirely relieved 
of the burden of the war, but rather to be relieved of such 
portion of the burden as would otherwise put them out of 
business. They show by actual figures how the cost of 
operation has gone up to the point of wiping out profits, 
which are necessary if the companies sustain their credit 
and provide efficient service. 

Public utilities are not alone in seeking adequate rates 
at this time. They have back of them the weight of the 



federal government. President Wilson, himself, endorsing 
reconunendations of Secretary McAdoo for the relief of the 
utilities, said: 

"It is essential that these utilities should be maintained 
at their maximum e£Bciency and that everything reason- 
ably possible should be done with that end in view. I 
hope that the state and local authorities, where they have 
not already done so, will, when the facts are properly 
laid before them, respond promptly to the necessities of 
the situation." 

So, acting on the suggestion of the president, the utilities 
are laying the facts before the people and their official 
representatives, and many of them have already been en- 
couraged in getting a great measure of relief in advanced 
rates. Electric railway fafes are being increased by public 
commissions all over the country, some to 6 cents, others 
to 7. 

The comptroller of the currency, John Skelton Williams, 
in his annual report, makes a strong plea, as do the presi- 
dent and Secretary McAdoo, for relief of the utilities. 
Mr. Williams points out that the maximum efficiency, which 
the president says is essential, is not possible *'under ex- 
isting conditions," that the utilities must have higher rates 
to make it possible. 

Those companies that are going direct to the people with 
their cases on the ground that they will get a square deal 
from an informed public are cutting the ground from un- 
der the chronic kicker, agitator or self-seeking demagogue. 
The situation is crucial or the head of the nation would 
not take it up as he has done, with the multifarious duties 
and demands crowding in upon him from every angle. 

In these circumstances it is easy to believe the well- 
defined report from Washington that useless agitation and 
political interference are not going to be given much chance 
to air themselves where the public authorities find that 
utility rates actually need to be increased to enable the 
utility to provide efficient service. 



Increased Fares Needed in Akron District 



A. C. Blinn, vice-president and general manager of the 
Northern Ohio Traction & Light Company, Akron, Ohio, 
recently made public a statement in which he set forth the 
conditions under which the company has been operating 
and the necessity for increasing its revenues. The state- 
ment was made in connection with the financial report of 
the company for the year 1917. The results for 1917 were 
compared with those for 191 6, together with columns show- 
ing the increases and decreases in earnings and the per- 
centages. In conclusion Mr. Blinn said: 

"From these facts it can be readily seen that the Northern 
Ohio Traction & Light Company stands little chance of 
raising the new capital needed for extensions, new equip- 
ment and betterments, if its earnings continue to diminish 
as they must unless its revenues can be increased. 

"The cold logic of the situation is that without increased 
earnings extensions and improvements must be postponed 
until more favorable conditions develop. 



"I do not believe any thinking citizen wants affairs to 
take this turn. Personally, I should regard any let-up of 
improvement to this property as a public calamity. The 
industrial and commercial growth of the territory demands 
the largest possible development of the transportation and 
power services of this company; and anything that would 
retard the latter would seriously hamper the former. I do 
not believe the people of this territory want such a con- 
dition to arise. 

"It can be prevented only by increasing revenues. This 
can be done in but one way — by permitting a fair and rea- 
sonable increase in fares and rates. When the situation is 
known and understood, I do not believe any reasonable 
person will object to paying a trifle more for his car ride — 
as he does for his bread and meat and everything else he 
eats and everything he wears. The majority of people have 
accepted philosophically the advanced prices charged for 
everything they use. They are paying their war taxes in 
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postage and on tobacco, theater tickets and the Hke without 
a murmur. They realize that the manufacturer and mer- 
chant must have more for their wares or go out of business 
and they accept the situation without complaint. 

"When it is realized that this company is in the same 
position as the individual and every other business enter- 
prise—that it, too, is paying advanced prices for every- 
thing, I do not believe tiiere will be serious objection to the 
trifling increase which will enable it to carry on its work 
of serving the public efficiently and earning a fair and rea- 
sonable profit. 

"The situation is one in which the public has a vital inter- 
est—I think an interest as great as that of the company. 
It should be understood that the company is not a thing 



apart from the communities it serves. On the other h^d, 
it is a vital part of those communities. It has the same in- 
terest in the growth and prosperity of these places as all 
other industries. When the city prospers, the company 
shares in the general good times. When the city meets with 
adverse conditions, the company must suffer with it. The 
interests of city and company are inseparably bound to- 
gether, and in proportion as they work together both will 
prosper and grow. 

"I have stated the facts frankly and openly because I 
believe the people are entitled to know just what the condi- 
tions are, to the end that, through better understanding and 
closer co-operation, we may get together and bring about a 
better service and go forward with the industrial and com- 
mercial development of this great section of Ohio." 



Burdens of the Electric Railways 

Elxtract from the Address of C. N. Wilcoxon, Retiring 
President of the Central Electric Railway Association 



Burdens have been piled upoil the electric railway indus- 
try until the situation now confronting it will require the 
most careful thought and the greatest effort of all con- 
cerned, if the properties are saved from financial ruin. 
This is a somewhat radical statement, but it is fully justified 
by the facts. 

The conditions under which the majority of our prop- 
erties have been operated, for the last twelve or fifteen 
years, have gradually resulted in a reduction of the 
margin between income and outgo, until, in many instances, 
there has been nothing left for the owners. In fact, in 
some instances the income has been insufficient even to pay 
taxes and operating expenses. Expansions or extensions 
have long since been a thing of the past. 

The worldwide war has caused our burdens to multiply 
many fold during the last two or three years. Yet our 
industry has a very important part to play in helping to 
win the war. I am not referring to the minor task being 
performed to a limited extent in the movement of men 
and supplies for the army, or to the possibilities of greater 
usefulness disclosed by the study of railway conditions. I 
am rather pointing to the task of properiy serving those 
industries upon which the army, the navy, and, indeed, 
the whole people are dependent. 

The people, if they are properly to solve the problems 
which must be solved in order that our country shall 
emerge greater, stronger, abler and better from the crisis, 
must face the facts in regard to our industry, as they must 
face facts relating to other important matters. They must 
recognize the call of necessity. They can no longer tem- 
porize with a situation that has become so acute, or indulge 
in speculation when prompt action is such a prime requisite 
for the good of all. 

There is but one remedy for the situation, and that i5 
to receive more for the service rendered. In a number of 
instances the rate of fare has been slightly increased; in 
many other cases relief has been refused. The new 
increases that have been allowed are not in any manner 
in keeping with necessities. The majority of the munic- 
ipalities, in a short-sighted view of the matter, prac- 
tically refuse any assistance. Many officials oppose us, 
not because they believe us not to be entitled to consid- 
eration and relief, but because they believe such opposition 
to be politically expedient. In other words, our industry 



has been the football of politics for years past. We are 
saddled with all kinds of assessments for public improve- 
ments, many of which are no benefit to our companies. 

That we must find a remedy for this condition cannot 
be questioned. This is our big job of the immediate fu- 
ture. An enlightened public opinion, brought about at 
least in part by honestly and frankly informing the public 
of the true condition of the average electric railway, must 
in time manifest itself through the action of the public 
service commissions, the municipalities and the legislative 
bodies. If this does not bring us fair treatment and in- 
creased revenues, so that we can render good, safe and 
reliable service to the public, pay fair wages to our labor 
and earn a reasonable profit for the owners of our proper- 
ties, then there is no hope for us. 

Organization, team work and publicity, seemingly, are 
the greatest factors at our disposal in bringing about the 
needed relief. That a radical readjustment of our industry 
must be made to save it from bankruptcy requires no argu- 
ment. The accumulating burdens of legislation and regu- 
lation, which in many instances amount to strangulation, 
added to. the enormous increase in operating expenses, 
have brought our industry to a point where relief must be 
given. If we are to continue to pay the cost of paving 
streets, keeping them clean and maintaining them in repair 
for the benefit of the general public, the public must pay by 
an increase in the price for their rides. 

The best way to accomplish this result must, to a certain 
extent, be determined by local conditions. As regards the 
electric interurban railways of the Middle West in which 
the Central Electric Railway Associaiton is most directly 
interested, these have apparently developed passenger busi- 
ness to its greatest extent. Any increased revenue from 
that source in the future must largely be confined to the 
natural growth of the communities through which the in- 
terurban railways operate. This fact seemingly makes an 
increase in the passenger rates an absolute necessity. 

I do not believe it can be questioned that the 5-cent zone 
system, heretofore largely used as a basis of determining 
the fares of interurban railways, is in the majority of 
instances unfair both to the company and to the traveling 
public. The basic rate should be a certain price for each 
mile, the so-called "copper zone" system being used with 
a basic rate sufficient to leave a reasonable profit to the 
company for each passenger carried. 
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To Keep the Utilities from the 

Railroads' Fate 

By 0. B. Willcox, Vice-President of Bonbright & Co., Inc. 



THE Controller of the Currency, Hon. John Skelton 
Williams, in his report to Congress for 191 7, has 
rendered a timely and very necessary service to the 
nation in forcibly presenting to Congress and the people 
the facts, not sufficiently recognized, that the decline of the 
earning capacity of the public utility corporations is a real 
danger which should stimulate the efforts of Congress and 
of every patriotic citizen, because, as the Controller says, 
upon the efficiency and strength of these corporations the 
country is largely dependent for speed and success in pre- 
paring for and prosecuting the war, and the breaking down 
of these corporations would be a national calamity. 

Time and labor and money saving machinery in the 
United States must offset the high cost of labor, materials, 
and fuel. Machinery will win the war — time and labor- 
.saviitg machinery: the same machinery, and nothing else, 
can protect our trade balances and our gold reserves against 
tremendous and destructive losses when the strength of all 
the world will enviously reach out for our accumulated 
capital/ 

Our public utility systems save more time, labor, and fuel, 
and therefore more money, than any machinery in this or 
any other country. These savings mean more rapid produc- 
tion and lower manufacturing costs; that is why the 
demands Upon the public utilities have been greater than 
ever before, and that is why we are dependent upon them 
for speed and success in preparing for an(| prosecuting 
the war. 

The President, in his latest declaration, says that the 
achievements of this year, on the one side or the other, must 
determine the issue of this war, and that the forces that 
fight for the freedom of men all over the world, as well as 
our own, depend upon us in an extraordinary and unex- 
pected degree not only for sustenance, but also for mate- 
rials by which men are to live and fight. This makes clear 
the extraordinary and unexpected demands on our utility 
systems; they provide the immediate and ready means, to 
the limits of their capacity, for speed in production of war 
materials, and effect notable economies not only in time 
but in labor and fuels, in these times of their shortage. 
Unfortunately the capacity of the utility systems is not 
equal to the insistent demands for their service, as is every- 
where apparent 

A National Calamity. 

As the breaking down of these systems would be a 
national calamity, so their preservation and their expansion 
is a national duty which must, as the Controller says, 
"stimulate the efforts of Congress and every patriotic 
citizen." The danger of the breakdown lies in both the low 
rates paid for service and the difficulty of providing funds 
for payment of expansion demanded by the public, and 
maturing obligations. 

With costs of materials used in maintenance of utility 
properties increased from 180 per cent to 400 per cent, 
with costs of fuel more than doubled and costs of labor 
largely increased, it is self-evident that rates fixed for a 
bare return on depreciated valuation, reckoned on costs 



of operating in normal times, must be substantially 
increased, and in these times, when the Government financ- 
ing monopolizes investment markets, it is clear that extra- 
ordinary means must be provided to secure to the utilities 
the large stuns they need for expansion as well as for 
maturing security issues. 

The breaking down of the utility system would be, as 
the Controller has warned us, a national calamity. The 
nation must therefore prevent breakdown by remedying 
the conditions which create the danger. 

^ First — It is clearly the duty of the officials of every utility 
to make applications to the proper reg^ulating body for 
adequate increases in rates for service, and it is believed, as 
the Controller says in his report, that the State Commissions 
and municipal authorities will treat these applications with 
"forbearance .randn consideration," and permit charges for 
service whicn yfjll keep in them the breath of solvency, 
protect their owners against unjust loss, and give them a 
basjs for credit on which they may obtain the funds with 
which to meet the strain put on them by the Government 
needs." 

Second — New capital for maturities and for the expansion 
and enlarged capacity required in the nation's and the 
public's interest can be procured from the investing public 
now with the greatest difficulty, and only at very high rates, 
if at all, and only by companies whose credit is of the first 
class through a surplus of earnings above operating cost 
and fixed charges. High rates as a basis for credit cannot 
be secured and put in effect promptly enough to meet neces- 
sities. The new capital must be provided promptly, to be 
effective, and without awaiting the usual processes of 
corporate financing. 



•Prom the Annalist, for which the article waa written. 



Duty of the Commissions Is Clear 

By Max Thelen. 

President California Railroad Commission. 

In the situation which now confronts many of our 
public utilities the duty of the State commissions is 
clear. While providing for the continuation of ade- 
quate service, it is their duty to act promptly and vig- 
orously on applications for increased rates based on 
increased operating costs. 

Where the usual methods of rate making would re- 
sult in unreasonable delays, short cuts must be applied 
to tneet the emergency conditions. 

Our public utilities must be kept in a sound and 
healthy financial condition, so that they will be able 
to meet not merely the requirements of their existing 
patrons but also the additional requirements of the 
war. 

The State commissions should not wait until the 
utilities come to them with their pleas for assistance. 
It is their duty to inform themselves by their own in- 
vestigations, if necessary, concerning the condition of 
the public utilities under their jurisdiction and to keep 
themselves constantly informed. 

If the State commissions rise to meet the situation, 
as they are doing in all sections of the country, they 
will be rendering a substantial service not merely to 
the utilities and their patrons but also to the nation 
itself, which is largely dependent for war efficiency on 
the service of public utilities. 
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Significant Decision in the 
Lockport Rate Case 

Monthly Service Charge, Return on Going Value and Surplus Earnings Upheld by New York 
Commission — Engineer Ballard of Cleveland Fame Knocked Out on Many Points 



ONE of the most interesting and significant rate cases 
ever taken before a state regulating board is that of 
the Lockport Light, Heat & Power Company, re- 
cently decided by the New York Public Service Commis- 
sion, Second District. The questions of fact involved in this 
case, in one form or another, have been before the commis- 
sion ever since its organization in 1907, and the official rec- 
ords show that the commission's investigation into the af- 
fairs of the Lockport company has been thorough and com- 
petent. 

One of the first cases taken up by the New York Com- 
mission upon its organization in 1907 was the application of 
the Lockport Light, Heat & Power Co., then a new cor- 
poration, for permission to acquire the properties of the 
Lockport Gas & Electric Light Co. and the Economy Light, 
Fuel & Power Co. The Gas & Electric Company had been 
in business in Lockport for about 50 years, and the Econ- 
omy company was granted a franchise by the city council 
of Lockport in 1905, which enabled it to actively compete 
in the electric light and power business with the Gas & Elec- 
tric Company. No doubt the people of Lockport at that 
time expected competition to produce permanently de- 
creased electric light and power rates, but the actual ex- 
perience in this case was the same as it always is in cases 
of utility competition — rates so low and discriminatory as 
to bring both companies to the verge of bankruptcy and the 
necessity of reorganization on a sound basis. 

Competition Is Ruinous 

On this point the New York Commission says : 

"Regulation of public service corporations has developed 
the fact that competition and regulation do not go hand in 
hand but are directly antagonistic to each other, and it has 
also been demonstrated times without number that two elec- 
tric light and power companies, whose entire business is 
confined to a city as small as Lockport, can not successfully 
compete and earn a fair return upon the capital invested 
unless they charge excessive rates for the service per- 
formed. There is a needless duplication of property which 
is entirely unnecessary, and soonor or later one or the other 
of the companies must go to the wall and the public must 
bear the burden made necessary by inviting and fostering 
competition of this character. 

"Therefore, in view of what has transpired, and inasmuch 
as the city granted the franchise for the steam heating busi- 
ness as well as electric light and power business to two 
different corporations, it can not now successfully urge that 
the owners of the property which was installed for the ben- 
efit of the people in that city should not be allowed to earn a 
fair return upon the value of the property employed in the 
public service. This is a situation which was created by the 
City of Lockport alone, and the owners of the property must 
be allowed a reasonable opportunity to work out of the dif- 
ficulty." 

In the matter of the application of the Lockport Light, 
Heat & Power Co., in 1907, to take over the properties of 
the two competing companies the question of determining 
just and reasonable rates was not the one that was being 
pressed, but rather what capitalization would be proper for 



the new company. This capitalization was fixed by the 
commission on the basis of a valuation of the physical 
properties involved made by its own engineer. 

While it is true that the new company was required by the 
commission to continue in force the rates then existing in 
Lockport, certainly the commission did not determine at 
that time that the rates then in force in Lockport should 
continue forever without change. 

New Rates Found NIecessary 

Seven years after the reorganization of the properties, 
on May 27, 1914, the Lockport Light, Heat & Power Co. 
filed its petition with the commission requesting permission 
to establish new and revised rates for electric energy for 
the reason that the then existing rates with respect to the 
method of charging for such energy sold by it were obsolete 
and tmsatisfactory and in some instances discriminatory, 
and were insufficient to provide a proper amount for the 
depreciation of the property employed in the public service 
and a fair return thereon. 

In this case the city of Lockport engaged as its engineer 
Mr. William McClellan, who was formerly the electrical 
engineer of the New York Public Service Ccmimission. The 
case was heard in July, 191 5, and subsequent to the hearing 
the engineers of the city, the corporation, and the Commis- 
sion had numerous conferences, and the facts in the case 
were considered at length for the purpose of endeavoring 
to agree on some schedule of rates which would be fair to 
all of the interested parties tmder the then prevailing busi- 
ness conditions. They finally succeeded in the month of 
September, 191 5, in working out a new schedule of rates 
which it was believed would be a very great improvement 
upon the rates then in force in Lockport, and which would 
afford the company a fair return upon the value of its prop- 
erty then employed in the public service. 

An order authorizing the new schedule of rates was issued 
by the commission on October 5, 1915, and the new rates 
were put into effect on November i, 191 5. 

The details of the new rate schedule are not of general 
interest; suffice to say that there was a general increase, 
including a service charge of 75 cents a month for resi- 
dence lighting and a sliding scale of net demand charges for 
power consumers. 

Application for Rehearing 

Soon after the new rates were put into effect there was 
considerable political agitation in the matter, several labor 
unions and an association of electrical consumers joining 
with the city council in a demand for a rehearing of the 
case. The application of the city for a rehearing was 
filed with the commission in May, 191 6, and was granted 
by the commission on June 20, 1916. 

At this point enters Mr. F. W. Ballard, formerly man- 
ager of the Qeveland, Ohio, municipal electric plant, as the 
engineer expert for the city of Lockport. 

When it came to a determination of the value of the 
physical property used for supplying electric service 
serious differences appeared between the opinions of Mr. 
Ballard and those of the commission. 
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IT HAS been demonstrated times without number that two electric light and power 
companies cannot successfully compete and earn a fair return upon the capital in- 
vested unless they charge excessive rates. There is a needless duplication of prop- 
erty which is entirely unnecessary, aijd sooner or later one or the other of the compa- 
nies must go to the wall and the public must bear the burden made necessary by in- 
viting and fostering competition of this character. 



Most of the current sold and distributed by the Lock- 
port company is hydro-electric power generated at Niagara 
Falls, but among the properties acquired by the company 
is a steam plant which is used both as an auxiliary elec- 
tricity generating station and as a heating supply source. 
Mr. Ballard was unwilling that any considerable part of 
the investment in this steam plant should be charged 
against the electric service, but the commission and Mr. 
McClellan, the city's first engineer in the case, agreed that 
50 per cent of the steam plant investment should be in- 
cluded in the valuation of the electric producing property. 

Commission Overrules Ballard 

On this point the opinion of the Commission says: 
*'It is a well known fact that a concern like the Lock- 
port Company can not always be assured that it will have a 
never failing supply of hydro-electric power even though it 
does come from the mighty Falls of Niagara. Delays and 
interruptions are a necessary incident to the business of 
transmitting electric energy from the source of supply to 
the point of distribution over long transmission lines ; they 
are in most instances inevitable. When this happens, all the 
industries dependent upon this power are subject to serious 
loss and inconvenience even if the interruption in the serv- 
ice is only of brief duration. There is hardly an electric 
light and power company of any consequence in the state 
which purchases hydro-electric energy for distribution 
which has not some sort of steam reserve to back it up for 
the purpose of taking care of interruptions as well as to 
cut down the peak inasmuch as hydro-electric power is 
usually sold on the basis of the peak-load demand. It may 
be that the steam plant will not be called on for weeks at 
a time to supply electricity because of the failure of the 
hydro-electric energy, but when it is needed, it is there 
ready for use, and it enables the company to continue to 
supply its customers and reduce serious losses which might 
result if power were not immediately available. It is con- 
sidered good engineering practice to have such a steam 
reserve, and we have found nothing in the record which 
would justify us in holding to the contrary. Since the . 
application in this case for an increase in rates was made, 
and as showing the fallacy of the argument that where 
power from Niagara is available, as in the present case, 
it is unnecessary to have any steam reserve, there has been 
developed almost at the brink of Niagara Falls, so to 
speak, a tremendous steam plant: and this has been done 
not only for the purpose of insuring a continuous supply 
of power in Buffalo and vicinity but also to supplement the 
resources of Niagara Falls; and this development was de- 
cided upon before the beginning of the present European 
conflict. In addition to this, another one of the large 
power companies distributing electricity generated at 
Niagara Falls has found it extremely desirable to have a 
large steam plant at Lyons, N. Y., to take care of in- 
terruptions in its source of supply and on its distributing 
lines, and also to eke out the supply which is available 
from Niagara Falls at times of peak demand. Added to 
this, the fact that the power from Niagara Falls has been 
diverted to uses which are considered of great importance 
by the Government in these strenuous times, and that the 



supply of energy from this source is also being materially 
cut down, and none of the power at Niagara may in the 
near future be available for Lockport, we think that the 
fact that there is a steam plant for use in Lockport is of 
very great importance to the city and its inhabitants and 
the industries therein, and that the city as well as the com- 
pany is fortimate in having such a plant available for use 
continuously if the demand arises. We say this with all 
due respect to the last engineer which the city employed 
in this case, Mr. Ballard, from whose testimony it might 
almost be inferred that a steam plant for generating elec- 
tricity in Lockport is entirely unnecessary. 

"The first engineer employed by the city, Mr. McClellan, 
is a man of excellent reputation as an engineer. He was 
fully competent to advise the city in this case, and we be- 
lieve that the advice which he did give it was sound and 
reasonable. The fact that the representatives of the city 
have been dissatisfied with that advice does not alter the 
fact in any way. Merely because the advice which we 
receive from an engineer is not to our liking, does not es- 
tablish satisfactorily that the advice is unsound or unfair 
where there is not satisfactory proof that his findings are 
incorrect or not based on facts." 

Another Knockout to Ballard 

Mr. Ballard, for the city, contended that no allowance 
should be made for going value because the company had 
made a fair return upon all of its electrical property dur- 
ing the years 1908 to 1916, inclusive. Mr. Ballard at- 
tempted to justify this by certain figures, in reference to 
which the commission says: 

"These computations were made bv taking the repro- 
duction value, depreciated value, and investment value as 
of December 31, 1916, as determined by the city's engi- 
neer, and then working back to and including the year 
1908. For this latter year it appears by this exhibit that 
the value of the depreciated property is only $10,658 less 
than the cost of reproduction new of the same property. 
It is apparent that this is incorrect because some of the 



With All Due Respect, Mr. Ballard 

Extract from the opinAon of the New York Public Service 
ComnUeaion in the Lockport cuae: 

•The city as well as the company is fortunate in having 
such a plant (steam) available. * * * We say this with 
all due respect to the last engineer whom the city cm- 
ployed in this case, Mr. Ballard, from whose testimony it 
might almost be inferred that a steam plant for generating 
electricity in Lockport is entirely unnecessary. 

"The first engineer employed by the city, Mr. McClel- 
Ian, is a man of excellent reputation as an engineer. He 
was fully competent to advise the city in this case, and we 
believe that the advice which he did give was sound and 
reasonable. The fact that the representatives of the city 
have been dissatisfied with that advice does not alter the 
fact in any way. Merely because the advice which we 
receive from an engineer is not to our liking, does not 
esUblish satisfactorily that the advice is unsound or un- 
fair where there is not satisfactory proof that his findings 
are incorrect or not based on facts." 
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property in the electric department had been in service 
as far back as 1894 at least, and beyond that, Mr. Crowdl 
found that the physical value of this property in 1907 was 
$290,953.76 without making any allowance whatever for 
working capital. Beyond this the investment value which 
Mr. Ballard takes as a starting point at December 31, 
1916, includes $31,713 for worWng capital, material and 
supplies, and administration, organization and other ex- 
penses, and it must be assumed diat these same figures, or 
a substantial part of them, are included in the investment 
value at the beginning of the year 1908, which is placed 
at $246,525. In considering this exhibit it must also be 
borne in mind that only 20 per cent of the reproduction 
cost of the furnaces, boilers and accessories, has been 
allocated to the electric plant; also 20 per cent of the 
power plant structures occupied by the boiler room. Ap- 
parently no allowance has been made for retirements, and 
the return is figured on the value of the property at the 
beginning of each year. The amount allowed as a return 
upon the investment has been figured on the basis of 7 per 
cent. For the purpose of showing that the method em- 
ployed by Mr. Ballard in making these computations was 
incorrect, the company, in connection with its evidence, 
introduced exhibit No. 27 which its witness Wheeler testi- . 
fied was prepared by him. He stated that he had taken 
the figures presented by the city's engineer and had carried 
the computation back to the year 1897, using the same 
methods as those employed by the engineer in preparing 
the figures which we have just been discussing, and that 
the result showed that the cost of reproducing the depre- 
ciated property as of June 30, 1897, was about $4,734, 
and the value of the depreciated property at that time was 
about $15,311: We think these figures speak for them- 
selves. Suffice it to sjay that even as far back ag 1897 the 
city of Lockport was being supplied with electricity for 
lighting and power purposes by the. Lockport Gas and 
Electric Light Company, its streets werie lighted by elec- 
tricityy and it is doubtful if this could be done at all suc- 
cessfully by a plant which could be reproduced new for 
the modest sum of $4,734." 

Company Entitled to "Going Value" 

The commission holds that the company is entitled to 
a return on going value measured by the "deficiency of 
return" for the years 1908 to 1916, inclusive. In other 
words, the company is entitled to capitalize the amount of 
the deference between its annual net earnings and an 8 
per cent return on the value of its electric property. 

Allows 8 Per Cent Return 

The conmiission's opinion goes on to say: 
"As regards the rate of return there are of course differ- 
ences of opinion. Some will argue that 6 per cent is a fair 
return, citing the Consolidated Gas case as an authority. 
On the other hand, there are decisions of this Commission, 
as well as that of the First District, in which a rate of 8 
per cent has been found reasonable for companies doing 
a larger volunie of business and which are perhaps more 
prosperous than the Lockport Company. We know that in 
recent years the cost of money for companies such as the 
one now before us has been steadily increasing, particular- 
ly where the corporation is not earning enough to provide 
a proper depreciation reserve out of its earnings. During 
the past three years it has been possible at almost any 
time to invest money in far more reliable securities than 
those of the Lockport Company at rates which will give 
a return equal to and in many instances in excess of 8 per 
cent. Then again it is a well known fact that the securi- 
ties of a corporation the size of the Lockport tompany are 



not in demand. They have no ready market and the hold- 
ers are not able to dispose of them readily in case it is 
desired to sell them or becomes necessary so to do. We 
know that at the present time it is difficult, if not impos- 
sible, for such a company to sell its securities, at any price, 
and the fact that the company might be able to pay its 
stockholders a return of 8 per cent on their investment 
would not make any substantial demand for them. Beyond 
this it is not known how long the present situation is to 
prevail. People who are versed in financial matters be- 
lieve that rates for money will be high for several years 
after the present unusual conditions have become a thing 
of the past and the world has been restored to normal 
conditions. We believie that those who invest their money 
in the service of the public in a city the size of Lockport, 
and assume all of the risks incidental thereto and attempt 
to give people the services to which they are entitled,, 
should receive a return of 8 per cent on their investment 
and that the sum is reasonable and fair. The state of New 
York is not a pioneer in recognizing that such a return is 
not unreasonable, for' decisions to that effect have been 
made throughout the country and in sections where the 
rates for money are as reasonable in ordinary times as 
they are in New York. We therefore consider that the 
Lockport Company is entitled to a return of 8 per cent 
upon the value of the property employed in its electric 
department . in the public service." 

The Vexing Question of Rates 

On the rate question the opinion of the commission 
follows: 

"Now liet us consider the vexing question of rates which 
seems to be the cause of air the controversy. As we have ' 
heretofore stated, the rates which have been attacked were 
authorized by the order of the Commission made on 
October 5, 19 15, and they went into effect on November i, 
1915. They were agreed to by the city, the company,' and 
the Commission. As between those and the ones now 
adopted by Mr. Ballard, as the engineer of the city, there 
are material and fundamental differences. The rates no\;i 
in force were intended to be as simple and workable as 
possible and to follow the general trend of service costs- 
so that each class and each individual would pay the 
amounts which bear some relation to the expense to which 
the company is subjected in serving electricity to its cus- 
tomers. The rates proposed by Mr. Ballard are based on 
general average principally and have not been prepared 
upon any 6i the bases which are now recognized as being 
proper and desirable in connection with the sale of electric 
energy. It is true that they are simple, and possibly they 
may be preferred by some of the consumers in Lockport, 
but we doubt if any substantial proportion of the customers 
of the company would seriously advocate such a rate if they 
fully understood that it resulted in many consumers paying 
much less than it costs the company to serve them while 
others paid a substantial amount above the cost. We think 
the fair and equitable way is for each user of electricity in 
small quantities to pay his fair share and no more. 

Service Charge Upheld 

"The principal attack was made on the service charge 
for residence lighting. It was argued that the small con- 
sumer was made to pay more than a fair amount for his 
electricity and that there was no justification for such a 
charge. Because an increase is made in the amount that 
the small consumer has paid in the past, due to the fact 
that he has not been paying his fair share of the burden 
incident to his service, is no reason why he should get that 
service at the expense of the other consumers who use- 
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WE BELIEVE that it is better for the public to permit a company to earn a 
small surplus (over an 8 per cent return) so that it may not be handicapped in 
keeping fully abreast of the times, and so that the public can successfully as- 
sert its claim that such improvements as are necessary and desirable should be 
promptly made and not permit the company to be placed in a position where it can 
plead that it is too poor to comply with such demands. 



larger quatitities of electricity. We have never seen any 
plausible explanation of the theory that the consumer of 
small quantities of electricty should be supplied at less 
than the cost to the company serving him. As a matter of 
fact such a claim can not be successfully defended. It is 
argued that the service charge raises the rate of the small 
consumer who is least able to pay and lowers that of the 
larger consumer who is presumably in better financial cir- 
cumstances, yet we will not presume to, nor does the law 
require us to, compel a company supplying electricity to 
furnish it to the small consumer at less than cost and at the 
expense of those who may be better able to pay; and yet 
this is the inevitable result if electricity is sold for residence 
lighting purposes on a flat kilowatt-hour bais. 

*'Rate making in the early years of electrical development 
and at the time when the rates prevailing in Lockport were 
continued in force, pursuant to the stipulation made in case 
No. 74, was not understood as well as it is today, and the 
rates of the small companies for lighting and power pur- 
poses were usually based on quantity consumption without 
regard to the cost of the service, which was supposed to be 
absorbed in the charge for the electricity. As a result the 
rates were high and necessarily so, otherwise the companies 
would not have been able to earn their operating expenses 
and ordinary fixed charges to say nothing about a return 
on their investment. As time went on changes in rates 
were found to be necessary due to the demand of the busi- 
ness, the necessity for increasing the output, and in order to 
make the use of electricity not only desirable but profitable 
for both parties. So far as the sale of power for industrial 
purposes is concerned, it was found many years ago that 
there had to be something in the nature of a fixed charge 
paid by the consumer to represent the cost of serving him 
so that the company would be reimbursed for the invest- 
ment which was required to enable it to supply the elec- 
tricity, whether the customer used it or not. This was and 
is known as the demand charge, and is in use almost uni- 
versally by companies selling power for industrial purposes, 
and it is recognized as right and proper. If we call this a 
service charge it is the same thing. For years there has 
been a demand charge paid by power users in Lockport, 
and so far as we know it has never been seriously attacked 
until the present case. No facts were presented by the 
engineer of the city as supporting his claim that the rate 
schedule presented by him was a proper one and better for 
all concerned than the one now in force. The principal 
justification from his standpoint was that the rate which 
he proposed was in his opinion a good one and would pro- 
duce sufficient revenue to enable the company to earn a 
proper return on its investment. As against the opinions so 
expressed by him we find a rate in force which meets the 
views of practically every engineer who has studied the sub- 
ject of electric rates from the time of Wright and Hopkin- 
son down to the present day." 

Customers Who Paid Nothing 

"We think it might be well to mention at this time 
that when the company first made its application for permis- 
sion to increase its rates there were many of its customers 
who paid nothing whatever in some months for the service 



which the company was rendering. Some were residence 
customers and some were power customers. A list was given 
showing the earnings during the month of April, 191 2, from 
thirty customers having 5-hp. motors installed. The lowest 
amount paid by any of these customers was 76 cents, and 
the maximum $9.15. A similar list of 113 general lighting 
customers was submitted for the month of April, 1912, 
showing that a large number of them used no electricity at 
all, and the minimimi bill rendered to any of them was 8 
cents and the maximum was 74 cents. Another list was sub- 
mitted of 143 residence customers, some of whom used no 
electricity, and the minimum bill rendered to any of these 
customers was 8 cents and the maximum was 68 cents. A 
statement was also submitted showing the connected load 
and the amount of the bills for 41 power customers for the 
same month, the installed capacity of the motors ranging 
from j/ifhp. to 105-hp., and some of these customers used 
no electricity during the month, while the minimum bill ren- 
dered to any of them was 77 cents and the maximum bill 
was $12.60; and the charge for electricity to the customer 
having theios-hp. installation amounted to only $12. We 
think these illustrations speak for themselves and conclu- 
sively demonstrate the inequality of the rates which pre- 
vailed in Lockport prior to the revision which was approved 
by the Commission." 

Ballard's Ingenious Methods 

**Before we leave this discussion of rates it may be of 
some interest to call attention to one of the tabulations 
which was used by Mr. Ballard to show the injustice of 
the present rates. The figures are shown on pages 13 to 
18 inclusive of the city's exhibit No. 5. The purpose of this 
statement was to show the average rate paid by a customer 
for the electricity purchased by him for the months of July 
and December, and also to point out the great difference in 
such average rate as applied to the users of different quan- 
tities of electricity. According to these computations the 
customer who used 6 kw.h. in July and 10 kw.h. in Decem- 
ber paid an average rate for the two months of 14.4 cents 
per kw.h.; while the customer who used 22 kw.h. in July 



Beg Your Pardon, Mr. Ballard 

Extracts from the opinion of the New York Public Service 
Commission in the Lockport ccwe: 

"The rates proposed by Mr. Ballard arc based on gen- 
eral average principally and have not been prepared upon 
any of the bases which are now recognized as being 
proper and desirable in connection with the sale of elec- 
tric energy." 

"The principal justification from his (Ballard's) stand- 
point was that the rate which he proposed was, in his 
opinion, a good one. ♦ ♦ * As against the opinion 
so expressed by him (Ballard) we find a rate in force 
which meets the views of practically every engineer who 
has studied the subject of electric rates from the time of 
Wright and Hopkinson down to the present day." 

"If we w^re inclined to recommend any revision of the 
present rates, ' we believe it should be in the opposite 
direction froni that recommended by the engineer (Bal- 
lard) of the city." 
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and 45 kw.h. in December, for example, paid an average 
rate per kw.h. of 6.8 cents. This is certainly an ingenious 
way of pointing out that a discrimination is caused by the 
present method of charging for electricity used by resi- 
dence consumers, but it is not the proper way to analyze 
the present rates for the service, because he ignores the 
service charge completely, and the only criterion he used 
was the charge per kilowatt hour. In other words, he at- 
tempts to show that the service charge of 75 cents per 
month is really a charge for the electricity supplied, when 
such is not the fact, and is quite contrary to the principle 
upon which the present rates were established and author- 
ized by the Commission. Standing by itself the figures pre- 
sented by Mr. Ballard might readily seem to indicate a 
discrimination between the residence lighting customers 
of the Lockport Company to a person who was not familiar 
with all of the facts in this case, and we do not consider 
that they should be passed by without pointing out the 
other facts which should be considered in connection with 
them. In order to present the matter clearly and in ac- 
cordance with the facts, these computations should show 
that the customer who uses 6 kw.h. in July pays a service 
charge of 75 cents and 5 cents per kw.h. for his electricity, 
and when he uses 10 kw.h. in December he pays the same 
service charge and the same rate per kw.h., and not an 
average rate of 14.4 cents per kw.h. as Mr. Ballard 
attempts to demonstrate. In other words, what he pays 
for his electricity as such is the same no matter whether 
he uses i kw.h. per month or any other amount not ex- 
ceeding 35 kw.h. per month, and after that the rate for 
his electricity is very substantially reduced.'* 

Entitled to E^m Surplus 

"It may, and probably will, be claimed that the company 
ought not to be permitted to earn anything more than the 
return on this amount, and that it is not entitled to have 
anything left for a surplus after paying 8 per cent on 
$518,264, but we have in mind that portion of the law re- 
lating to these matters which states that a corporation 
should be allowed not only to earn a reasonable average 
return upon the capital actually expended, but also some- 
thing for surplus and contingencies. This is undoubtedly 
sound. If when a company has paid to its stockholders 
the amount which represents the return on their invest- 
. ment there is nothing left over, then there would be no 
accumulation in the treasury to enable the corporation to 
make extensions and additions to its property without in- 
creasing its capital or to provide for any unusual expense 
to which it might be subjected in the conduct of its busi- 
ness and which might perhaps not be a proper subject for 
capitalization. That there are such contingencies is well 
known to everyone who is at all familiar with public utili- 
ties like the Lockport Company. Then again there is the 
serious question of obsolescence, which we have not brought 
into the consideration of this case, and it is something 
which must always be borne in mind. While it is true that 
it may not be of so much moment at the present time, due 
to the great improvements which have been made in recent 
years in the electrical industry, yet such improvements are 
going on from year to year, and the companies must be 
able to take advantage of those improvements if they are 
to keep abreast of the times and to give such service as the 
public requires and is entitled to expect if a fair and reason- 
able price is paid for that service. While the depreciation 
account takes care of some portion of obsolescence, yet 
depreciation, as we have figured it in the present case, 
does not take care of unusual items of obsolescence. We 
believe that it is better for the public to permit a company 
to earn a surplus so that it may not be handicapped in 
keeping fully abreast of the times, and so that the public 



can successfully assert its claim that such improvements as 
are necessary and desirable should be promptly made and 
not permit the company to be placed in a position where 
it can be plead that it is too poor to comply with such 
demands. If a condition of prosperity prevails with a 
corporation, there will be no necessity or justification for 
it to urge that it ought not to be required to make exten- 
sions and improvements which the public desires and is 
entitled to because such extensions and improvements will 
not earn a fair return on the investment. Extensions could 
be made upon which the return to the company might 
be nothing for a considerable period of time if considered 
entirely by themselves, but the fact that the total business 
of the company is prosperous even though some of the 
extensions asked for might be unprofitable, would warrant 
making them and would also justify a regulating body in 
ordering them to be made. In this way many people would 
have an opportunity to get service who might otherwise 
be deprived of it if the company was able to demonstrate 
that it would be unable to earn anything on the additional 
investment required to give the desired service. The 
expectation is that when a corporation obtains a franchise 
from the public to enable it to give service in a community 
that it shall, so far as possible, give the entire community 
that service, provided it can be done and still give the 
company a fair return on its investment. 

**So we say that the Lockport Company and the public 
which it serves is better off in every respect if it is able to 
earn an amount which will enable it to have a surplus 
available for some of the purposes we have indicated, and 
if the company continues to prosper the time may come 
when it will have succeeded in earning out the deficiency 
which has been accumulated in the past years; and if that 
time does come and the company has been able to give all 
of the service which may reasonably be required from it, 
then a situation will be presented where a reduction in its 
rates may very properly be required. 

**We can not speculate, however, as to the future, for 
none of us know what it may bring forth. As a matter 
of fact, we have not given any consideration to the oper- 
ating expenses of the company for the year 1917 which 
we presume have increased considerably over 1916, the 
same as those of other companies engaged in business under 
substantially similar conditions as the Lockport Company, 
and it might be that the earnings of the corporation for 
191 7 will not show any substantial amount over and above 
an 8 per cent return on the capital invested plus the defi- 
ciency of return. It is also quite probable that the operat- 
ing expenses for 191 8 will be equal to if not higher than 
those for 1917, and this condition is likely to prevail until 
the world gets back to what we frequently term the normal 
conditions which prevailed prior to 1915. 

'Then again, if business conditions become depressed for 
any considerable period of time, the surplus which the 
company is able to build up may be of material assistance 
in enabling it to maintain the rate of return to its stock- 
holders, inasmuch as it seems to be a well established fact 
that property employed in the public service is entitled to 
a reasonable rate of return in bad times as well as when 
prosperity prevails. This is particularly true in recent 
years since corporations have been subject to regulation 
and their rates have been fixed with respect to the earnings 
which the company should be permitted to receive, and 
every effort is being made to see that rates to the public 
are fair and that the corporation shall, so far as possible, 
have only a fair return for the service which it renders 
the public. Then again, of course, under regulation the 
companies are not permitted to earn exhorbitant profits 
in the prosperous years which would aid them in providing- 
for their necessities during the lean years. 
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Valuation Waived Where Need 

Is Prompt Relief 

Illinois Commission in Notable Order Raising Power Rates Dis- 
cusses With Rare Interest Some of the Vital Utility Questions 



AMONG the many interesting utility rate decisions of 
late was that of the Illinois Utilities Commission per- 
mitting the East St. Louis Light & Power Company 
to increase its power rates. The commission makes the sig- 
nificant statement early in the course of its order, that : 

'There is submitted in the record no valuation of the 
property of the East St. Louis Light and Power Company. 
The usual procedure in a case of this nature might involve 
a valuation of the property of the company and an analysis 
of operating expense. The record in this case contains 
little such information except that relating to increased ex- 
penses of operation which have been sustained by the com- 
pany. 

*Tn passing upon a problem of this nature there are two 
principal issues for determination. The first of these is the 
issue as to whether, under normal conditions, the existing 
rates of the utility are excessive or discriminatory. The 
second phase of the problem relates to the extent to which 
present conditions are other than normal and the adequacy 
of the proposed changes to meet the abnormal situation. It 
must be realized that, due to high prices of fuel, labor, and 
the material necessary for carrying on utility operation, 
public utilities must have experienced increases in operating 
expense. This fact in itself, however, does not oflFer justifi- 
cation for an increase of rates, since it is possible that the 
rates heretofore charged under the more normal conditions 
which have previously existed were exorbitant or excessive. 
If, however, it can be reasonably shown that the rates here- 
tofore in effect under more normal conditions have not been 
unreasonably high, then the problem is narrowed down to 
a determination of whether the rates proposed will give in- 
creased revenues of an amount which will adequately, but 
not unreasonably, reimburse the utility for the increases of 
operating expense which obtain, and whether the proposed 
rates are of a non-discriminatory and equitable character. 
The first portion of the problem as to whether the rates 
heretofore in effect under normal conditions have been un- 
reasonably high might be answered by a detailed analysis 
of the expense of the company, a valuation of its property, 
and lengthy proceedings involving a large amount of time 
and expense." 

No Valuation Required 

The chief point of interest there is that the commission 
raised the rates without having a valuation. While it found 
a valuation unnecessary in view of the convincing showing 
which the company's records made, the commission also 
evidently saw that what the company needed was prompt 
relief and that if a valuation were gone into it could not 
get prompt relief. In other words, the commission cut out 
red tape and went straight to the merits of the case. 

The commission takes cognizance of the fact, as shown 
in the company's petition, that its rates are lower than 
most rates with which comparisons are made in other Illi- 
nois cities. Nevertheless the commission, realizing the im- 
prefections involved in the method of comparisons as a 
means of determining the justness of a rate, observes : 

"Comparisons of this nature must, of course, also take 



into consideration the operating conditions zvith which the 
comparison is made," 

The commission states that, although the company had 
previously made known its increased rate to all consumers 
affected thereby, not one protested. When thie hearing came 
before the commission there was not a protest. Which is 
a very hopeful indication of a growing sense of fair play 
on the part of the public toward the utilities, which have 
been so badly oppressed by the high ^ost of operation. 

Must Look Out for the Future 

The commission lays down the very sound dictum, in 
dealing with increased costs of operation, that utilities 
should anticipate future conditions and be ready to meet 
them. Leading up to this the decision says : 

** Considerable testimony was introduced bearing upon the 
question as to whether the increased revenues anticipated 
from the rates filed herein will justly and reasonably com- 
pensate the company for the increased costs of operation. 
This testimony consists of facts and figures which set forth 
the cost of coal, the cost of labor, and the costs of certain 
other materials during recent years. Facts and figures are 
also presented showing the kilowatt-hours sold ; the revenue 
secured under the present rates for wholesale power and 
the increase which the rates proposed for wholesale power 
service would have given under the same conditions of con- 
sumption. The figures regarding the costs of coal are of 
particular interest. This information shows that the aver- 
age cost of coal delivered at the company's plant during the 
first nine months of 1916 was $1.25 per ton; during the 
first nine months of 191 7 this cost was $1.87 per ton. The 
company estimates upon the basis of contracts which it has 
and the present prices prevailing that the average cost of 
coal used by it from November i, 1917, to April i, 1918, 
will be $2.69 per ton, and that after April i, 1918, when all 
of its present coal contracts will have expired, this cost will 
be $2.74 per ton. These costs give consideration to freight, 
demurrage, and storage charges, and war tax upon bills for 
freight shipments. These increases figured out in total 
amount indicate that for an average month the increased 
fuel cost for energy sold for wholesale power purposes, 
using the prices prevailing from November i, 1917, to April 
I, 1918, as compared with those for the first nine months 
in 1916, will amount to $4,411.94, and that the prices of fuel 
estimated to be effective after April i, 1918, for an average 
month will amount to $4,598.36 over the cost prevailing dur- 
ing the first nine months of 1916. These figures give con- 
sideration only to increased costs on account of the energy 
generated for power purposes, and take into consideration 
the power purchased from the Mississippi River Power 
Company upon which no increase will be realized. It is, of 
course, within the realm of possibility that these increased 
fuel costs will not be realized, due to unforeseen conditions 
which may develop in these times when it is impossible to 
predict what the future has in store. However, good busi- 
ness foresight would indicate that a public utility, similar 
to other business enterprises, should endeavor to anticipate 
future conditions and be prepared to meet them. Upon the 
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basis of facts as they appear at present the predictions 
appear reasonable." 

Value to the Consumer 

Nothing in this very illuminating decision is more inter- 
esting than the commission's emphatic statement in the fol- 
lowing chapter with reference to the "value of service to the 
consumer" in its relation to the determination of rates. The 
commission also herein discourses with interest on the char- 
acter of power service : 

*'The increases in rates contemplated by the supplements 
filed herein are applicable only to wholesale power service. 
Wholesale power service presents some characteristics 
which are essentially different from other classes of electric 
service. Power service in general and wholesale power 
service in particular, is a competitive class of service for the 
reason that consumers of power service are usually in a 
position to utilize power furnished by other means. The 
'value of the service' to the consumer is an element to be 
properly recognized in the development of rates for utility 
service, at least to the extent that it fixes a maximum above 
which rates cannot be fixed with the hope of securing busi- 
ness. Its application is most apparent in the case of whole- 
sale power service by reason of the opportunities oflfered the 
consumer for meeting his, requirements by other means. A 
small power consumer has available service from gas or 
gasoline engines. As the size of the consumer's load in- 
creases he is able to avail himself of power service from 
steam-generated sources. Thus in its attempts to secure 
and retain power business, particularly of the classes cov- 
ered by rates herein proposed, an electric company is sub- 
ject to competition from private plants. This is particularly 
true in securing new business and is true within limits in 
retaining business already contracted for. A new customer 



has the option of securing service from an electric utility 
and in order to utilize the service is compelled to make con- 
siderable investment in motors and other utilization equip- 
ment. He has available power which may be secured from 
a private plant, likewise entailing an expenditure upon his 
part for equipment. He must, therefore, choose between 
these opportunities, giving attention to the costs, character 
of service, the degree of reliabiHty, the relative executive 
responsibilities which each places upon the consumer, the 
conveniences of the two classes of service, and other perti- 
nent considerations. An existing consumer has a similar 
choice which is, however, somewhat limited by the fact 
that his investment in electrical apparatus has already been 
made." 

A Plain Fact Worth Noting 

Continuing its thorough analysis of the power service and 
rate, the commission makes this statement, which ought to 
be given the wings of the wind for the very worth it would 
carry to so many minds wrongly turned on the subject : 

"Therefore, as the cost of the service to a utility in- 
creases, the value of the service to the electric power con- 
sumer correspondingly increases. 

"The pertinence of this reasoning to the issue here raised 
lies in the fact that it shows that the utility has very vital 
interests in adjusting rates, to see to it that by so doing it is 
not proposing an injustice to the consumer which will lead 
to a zmthdrawal of business. In the case of electric lighting 
and small power service, this interest is not so vital since 
no ready means is available for replacing the service." 

The electrical engineer for the Illinois Utilities Commis- 
sion, who is having an active hand in the deluge of business 
devolving upon this commission these days, is Bert H. Peck. 



Objections to Zone Systenn 

In discussing the fare problem of the Chicago Elevatefi 
railroads, Weber's Weekly says of the proposed zone 
system : 

"While the zone system is mathematically equitable, it 
would be objectionable for several reasons. In the first 
place, it would create much and constant confusion and 
require attention as to details. These would add to 
expenses. A much greater objection would be that the 
system would create zones of population. Those to whom 
the reduced fare would be a consideration would move 
into closer proximity to the business — or stock yards — or 
manufacturing — districts. Thus the zone system would 
bring about areas of poor population, near to the places 
where they work — a condition which is exactly the reverse 
of what is healthful and otherwise desirable. Chicago has 
abundant vacant spaces in the suburbs, healthful, roomy 
and attractive. It ought to be possible for the less prosper- 
ous to fill up these spaces with homes of their own — de- 
tached dwellings — lighted and heated from central stations 
— instead of penalizing right-living conditions by making 
the poorer pay more for living in the suburbs than they 
would have to pay for living in the downtown slums. The 
fact is that, morally, if there were a zone system at all. it 
ought to give the lower fare to those who abandon the 
slums and go into the "country" to live. 

"Another consideration is the fact that the zone system 
is not practicable. What, geographically, would be the 
zones? Would they be grouped about the downtown 
district — already favored too much and too greatly con- 
gested by concentration of people? If not this, would each 
point of business activity be a zone center as Packing town ? 
In that case much attention would have to be* given to 
collecting zone fares, and preventing passengers out-riding 



what they pay for. It appears to me that the zone system 
is chimerical — too scientific — too hair-splitting — too retarda- 
tive of healthful suburban development — and, withal, too 
difficult and too expensive to be carried out." 

Elasy Pipe Pusher in Severe Test 

The Easy Pipe Pusher, of the model which is made espe- 
cially for heavy work, has just been put through a special 
test, which was by far the most severe possible to imagine, 
one which would seem impossible to meet. 

The machine was set at a depth of 21 feet below the sur- 
face and the pipe was aimed to come out on the side of a 
hill just 270 feet away. Two inch pipe was used for this 
work and in just I2j^ hours actual pushing time, the pipe 
was pushed through, coming out 255 feet from where it* 
entered the ground. Upon making an extra survey, it was 
found that the pilot had missed the objective just six inches 
in a lateral and twelve inches in a vertical direction. 

The push was made from a position where it is evident 
that the pilot had to be aligned from estimation and where 
the objective could not be seen. Therefore, the sighting 
conditions were especially difficult. 

Accuracy such as this is almost unbelievable, but it dem- 
onstrates the wonderful possibility of the Easy Pipe Pusher 
when equipped with the special steel pilots. 

Right on the same hill at the same time and as a com- 
parative test, another two inch pipe was pushed in without 
using any pilot whatever on it. • At the end of 115 feet, this 
was dug out and it was found to have missed the objective 
just i6y2 feet. This proves conclusively that the pilot is 
absolutely essential to the successful operation of the ma- 
chine. 

The Easy Pipe Pusher is made by the Easy Mfg. Co., 
David City, Neb. 
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BySiMBIytke. 



ANOTHER "Feast of reason and flow of the soul" 
was on. That was very evident when John Master- 
son Mclnnery took the floor after the club had sent 
to a sound and lasting sleep the resolution of old Hiram 
Dodgem opposing the electric light company's request for 
an increase in rates. 

"Our action in favoring the electric light company's 
request for an increase in rates is the only action which 
would become an organization of this kind, composed, for 
the most part," said Mr. Mclnnery, glancing furtively and 
significantly in the direction of old Dodgem, "of fair- 
minded men." 

Dodgem winced a bit and shifted his position in his 
chair, but tried to avoid the gaze of the eyes which the 
remark fixed upon him. 

"I am not going to speak to that subject," continued Mr. 
Mclnnery, "for I realize it is dead, good and dead and that 
there is nothing 'before the house/ I want to draw your 
attention, if I may, to what I conveive to be the coming of 
a new era of reason and justice to business, the utility busi- 
ness along with other kinds. I believe we are just approach- 
ing that era, or that that era, so to speak, is just approach- 
ing us. Have it which way you will. I am not on6 who 
believes that business is entitled to any unfair advantages. 
I would not if I could, repeal any law giving the state a just 
and reasonable power of regulating business. I believe in 
just and reasonable regulation. I might pause to say, 
however, that I believe it is always necessary for us to keep 
in mind the well-known slogan of this club, that 'the pozver 
to regulate involves the obligation to protect.' That is self- 
evident, that is incontrovertible, unassailable. But some 
of our public regulators have not always been as sensible 
of that tniism as they should have been. 

"We've got to understand very thoroughly that when 
the state assumes the power to say what business shall not 
do, that is the power to regulate, the state thereby also 
assumes the obligation to say what business shall do, that 
is, the obligation to protect. The relations between the state 
and private industry are of a contractual nature. The state, 
being the party of the first part, enters into an agreement 
with industry, the party of the second part, by which it 
imposes upon the latter certain limitations, but these very 
limitations presuppose or involve certain rights which the 
party of the second part is to enjoy. Now, then, it becomes 
physically impossible and legally absurd for the party of 
the second part to live up to the requirements of the regu- 
lations unless it is fully protected under its legal rights. 



"This is, of course, plain to all of us. But the trouble 
is sdm.e of us do not always act on it. \i the force of it was 
always acted upon by those who have the power of regula- 
tion, there would be very little difficulty in solving the 
many problems arising with reference to the utilities. The 
public would be dealing only with the merits of the case and 
when we stick to the merits of a case we are bound, sooner 
or later, to come out right. You know, my friends, that 
too often the merits of a utility problem are thrown to the 
wind, while the case is adjudged from a political or other 
sinister standpoint. That, of course, means that justice is 
not going to have sway. 

* * ♦ 

"But my point is that we are getting away from this. I 
think I see such a tendency in the recent appeal of President 
Wilson, Secretary McAdoo and the comptroller of the cur- 
rency, Mr. Williams, that public utilities be fairly dealt with 
during the war, be given increased rates where they are 
found to need them, because they are essential to the life 
and activity of our nation. No one will charge President 
Wilson or his administration with being unduly influenced 
on the side of 'big business,' or the utilities. What he says 
and what his administration says will, therefore, be given 
full weight. He and his administration say in emphatic 
words that the utilities must be 'maintained at their max- 
imum efficiency.' That means they must have a fair chance. 
I say that when the head of a nation takes such a broad 
and fearless stand in behalf of business, it is going to 
hasten this era of reason and justice, which is so essential 
today and will be even more essential in the days of recon- 
struction following this war. 

♦ ♦ ♦ 

"We are living in an age of light, literally and figura- 
tively. I have been struck on finding that the average 
American family today uses eighteen times more light than 
it used a century ago. I find that up to 1855 ^^^ average 
home burned sperm oil and candles, using 2^ candle hours 
a night or 9,000 a year at a cost of $22. Then petroleum 
came and we had our kerosene oil lamps. This gave us 
50 percent more light at the same cost. Then between '65 
and '75 kerosene and gas held sway as the illuminants. 
From 20,000 to 38,000 candle hours were consumed yearly 
in the average home of one or the other at a cost of from 
$23 to $34 a year per family. Then we come on down till 
we reach the period from iiS85 to 1905 with electricity for 
lighting pushing ahead and the advent of the Welsbach gas 
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mantle, one of the great inventions of the age. This com- 
bination sent the consumption up to 200,000 candle power 
hours of light a year in the average household, but with the 
rise in consumption the cost fell to about $20 a year. From 
that period to 191 5 the consumption fell to about 125,000 
candle power hours to a home, as the result of the saving 
through high efficiency lamps and switches and the cost fell 
with it to $15. Today the average family is using a maxi- 
mum of 360 candles or about eighteen times as much as a 
century ago. The night lighting has increased about 1700 
percent and the cost of a year of lighting has decreased 
about 70 per cent. 

* * ♦ 

"Yes, sir. we are living in an age of light, of light that 
not only brightens our homes, our places of business and 
amusement and our public thoroughfares, but also illumines 
our reason, clears our vision — ^at least it ought to and if it 
does not for any of us, then it must be because we won't 
let it. There is much lighting yet to be done, but I believe 
this new era, which I behold at our gates, will give us the 
great volume. 



"1 would say this to our friends in the utility business — 
in all lines of public business effort — ^you are facing the day 
of your greatest privilege and opportunity, not a day of 
special privilege, but a day of exact justice. It's up to you, 
gentlemen, to face it with a full understanding of its possi- 
bilities. You have long ago, most of you, brought your 
business out into the open. You have, to use a vulgar 
expression, long ago 'laid your cards on the table.' Now, 
then, I believe more and more your part is going to be to 
insist upon 'pitiless publicity' in all that you do and all that 
the public does touching your interests.' Do this and you 
will in time overcome the obstacles of political interference 
and personal aggrandizement with which, on the part of 
some people in public life, you have had to contend to your 
own loss and the public's detriment. 

"Do this in every case and you will force the public to 
see that you as the party of the second part are entitled to 
protection under your rights from the state as the party of 
the first part, which by the contract existing between you 
assumes, and rightly so, the power to regulate you.^' 



Urges Prompt Relief for Utilities 



Max Thelen, president Railroad Commission of Califor- 
nia, gave a lecture in the University of California extension 
public utility regulation course on March 6, at the Fairmont 
Hotel, San Francisco. His subject was "War-Time Public 
Utility Problems." President Thelen said in part : 

"In California 106 formal applications have been made to 
the commission for authority to increase rates between April 
6, 1917, the day on which war was declared to exist, and 
March i last, by such utilities as water, gas, warehouse, 
steamship, electric, railroad, telephone, jitney and express 
companies. These applications have ranged from requests 
for.slight increases in small communities to applications of 
widespread interest and importance affecting all or large 
portions of the State, such as the applications of the Pacific 
Gas & Electric Company and the Great Western Power 
Company for authority to increase electric rates in the en- 
tire territory served by them in the central and northern 
sections of the State. 

"Forty-seven applications have been granted, sixteen have 
been denied or dismissed and forty-three are now pending. 
The commission realizes that the public utilities are suf- 
fering. Where an emergency exists and where the usual 
method of handling rate applications, including a valuation 
of the property and an audit of the books, fails to meet the 
situation, the commission does not hesitate to apply emer- 
gency measures. We fully agree with President Wilson's 
letter to Secretary of the Treasury McAdoo that it is es- 
sential that these utilities be maintained at their maximum 
efficiency during the war, and that everything reasonably 
possible should be done to accomplish this end, and we act 
on that view. 

"Electric companies and their patrons in various sections 
of the country have already felt the effect of the so-called 
'lightless nights. ' These and other service problems must 
be solved, not on the basis of pre-war conditions, but from 
the point of view primarily of assisting to meet the nation's 
war requirements. 

"The necessity of conserving man power, materials and 
money necessarily has an important influence on the exten- 
sions of public utility systems during the war. Capital ex- 
penditures which before the war would have been entirely 
justified from the point of view of a particular utility and 
its patrons may now be inadvisable and undesirable because 
the utility may be able to get along for awhile without them, 
or because they do not harmonize with the unified operation 
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of the particular utility concerned and other like public util- 
ity systems, all laying aside their purely competitive activi^ 
ties during the war. On the other hand, the requirements 
for additional light, heat, power and transportation by in- 
dustries engaged in the production of necessary materials, 
supplies and food are such as to require imperatively all over 
the United States additions and extensions to the existing 
production and distributing systems of public utilities to 
meet the added requirements. It is essential that the finan- 
cial strength and stability of these utilities be conserved by 
deferring capital expenditures not directly needed for war 
purposes, and that the funds thus conserved and such other 
funds as may be necessary be used for such additions and 
betterments as will assist most effectively to meet the na- 
tion's war requirements. 

"Soon after the outbreak of the war it became almost im- 
possible for public utilities to secure large amounts of addi* 
tional funds by the sale of securities in New York, Chicago 
and other financial centers of the country, with the excep- 
tion of the sale of short-term notes, well secured and, in a 
few cases, of gilt-edge bonds at 6 per cent. The require- 
ments of these utilities must be met. 

"Thus, in California, the commission during the eleven 
months beginning April 6 last authorized the issue by pub- 
lic utilities of $72,828,150 stocks or bonds, as contrasted 
with $99,625,000 during the twelve months ended June 30, 
1 91 7, and $231,644,870 during the twelve months ended 
June 30, 1916. 

"The government has taken steps to provide that large 
issues of securities of public utilities and other concerns, 
both public and private, shall not be sold during the war in 
competition with government issues, and in no event unless 
really essential to the interests of the nation at this time." 



Electric Railway Elamings 

Data for November, representing 7370 miles of electric 
railway scattered throughout the country, figured on 
the per mile of line basis, show an increase in operating 
revenues of 5.62 per cent, an increase in operating ex- 
penses of 14.30 per cent, and a decrease in net earnings 
of 9.17 per cent. Data representing approximately 75 per 
cent of this mileage indicate an increase in the amount of 
taxes paid of 9.84 per cent and a decrease in operating 
income of 16.60 per cent. 
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ABOUT MUNICIPAL 
OWNERSHIP 



Deficiency of State-Owned Telephones 

Facts Are Pitted Againt Fiction in This Connection with the Result That 
the Mere Record of Events Overwhebns All the E)reams of the Theorists 



IF it were not a fact that the telephone 
systems developed by private enterprise 
in this country are not only the best in 
the world (admitted to be so by the high- 
est "postalization" officials in Europe), but 
also tremendously more efficient for mili- 
tary purposes than *'postalized telephone 
systems ; 

IF it were not a fact that "postalization" 
has stunted telephone growth, taxed it oflF 
the farm, deprived it of its true mission as 
a vital part of business and social life, 
whereas American farmers and business 
ttien have shown the world what individ- 
ual initiative, push and red-blooded hustle 
can do in the way of telephone service; 

IF none of these facts existed, and we 
lived in a world of make-believe — 

THEN, with no experience to guide us, 
we might amuse ourselves with theories 
about public ownership, and speculate to 
our heart's content as to the academic pos- 
sibilities of **postalization." 

But shall we toy with theories when we 
know the facts? When experience speaks 
to us, there is no excuse for guessing, none 
for theorizing. With experience to guide 
us, with the exact official records before 
us, we may contrast the airy promises of 
public ownership theory, with the stem 
reality of public ownership fact. 

Theory vs. Fact 

THEORY : The telephone is in the hands 
of Wall Street. Wall Street, greedy for 
profits and power, does not want to let go 
its hold on the telephone. Hence the pub- 
lic must slap the Wall Street dragon, and 
tear the telephone from its claws. 

Said a great logician: "With just the 
aid of a little 'if T could transform this 
universe into a pound of butter. But," he 
added, "we do not live in a world of *ifs/ 
We live in a world of facts." 

IF it were not a fact that under private 
ownership and operation in the United 
States we have attained a system that for 
size, quality and cheapness has no equal 
and no rival the world over; 

IF it were not a fact that, with only 6 

•Reprinted from the Farmers' Open 
Forum. 



By Abraham Lincoln Lavine* 

per cent of the world's population, we have 
64 per cent of the world's telephones and 
nearly 60 per cent of the world's telephone 
wire; 

IF it were not a fact that "postalization," 
red tape and political paralysis have sucked 
the lifeblood out of telephone growth 
abroad, leaving but one telephone to go 
around for every hundred persons in 
"postalized" Europe, as against eleven tele- 
phones for every hundred persons in the 
United States; 

IF it were not a fact that telephone rates 
under "postalization'' are not only higher 
on the average than under private owner- 
ship and operation in this country, but — so 
far as the farmer is concerned--disgrace- 
fully higher; 

IF it were not a fact that "postalization" 
or "post-officeization** has meant the shut- 
ting down of a large part of the telephone 
service abroad during evenings, Sundays 
and holidays, so as to conform to postoffice 
hours, thereby crippling the service and 
leaving the public stranded without tele- 
phone communication in numerous cases of 
serious emergency; 

FACT: Wall Street has absolutely no 
control of the telephone business. The 
American Telephone and Telegraph Com- 
pany alone is in the hands of 120,000 stock- 
holders, a large majority of whomi have 
probably never seen Wall Street, but are 
scattered in humble homes throughout the 
length and breadth of this country. A 
large proportion of these stockholders are 
women, many of them widows, fully a third 
of them telephone workers. Sixty-two thou- 
sand stockholders hold less than 100 shares 
each. These stockholders would laugh to 
hear themselves called "Wall Street." There 
is not a man in the United States who has 
become a millionaire through the telephone 
business. If ever there was a case of real 
public mvnership, in the true American 
sense, this is such a case; ownership by the 
thrifty and the enterprising public, demand- 
ing and getting no more than a fair profit, 
and giving in return a service free from 
politics, at rates whose fairness is insured 
by the public themselves through public 
service regulation. 

THEORY: Government ownership op- 
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erates under the "public service motive"; 
does not aim at profit but at service : hence 
will give cheaper service. The Govern- 
ment can borrow money at 4 per cent or 
less, whereas private enterprise has to pay 
6 per cent or more. This difference will 
yield oodles of money, which the povem- 
ment will divide with the public in the 
shape of lower rates. 

FACT : There is not a "postalized" tele- 
phone system on the face of the earth that 
is giving such an efficient and economical 
telephone service as the publicly controlled, 
private telephone systems of America are 
giving today. 

If the American public were forced to 
pay the rates prevailing under "postaliza- 
tion" it would cost them millions of dollars 
a year over and above what they are now 
actually paying for telephone service. If 
they didn't catch it in telephone rates they 
would catch it in telephone taxes. This 
is not speculation. It is fact. We have 
already given the official figures in previous 
articles. These figures are subject now or 
at any time to verification from the official 
records. 

The Romance of "Postalized" 
Profits 

No sweeter lullaby has ever been sung 
to the public than the one about govern- 
ment ownership saving a lot of money for 
the benefit of the public. Let us stick to 
official records. We are not concerned with 
government ownership theory. Anyone 
can cook up a theory, but no one can kill 
a fact. Let us take, as an example, a 
country very similar to our own in area 
and underlying social and economic condi- 
tions: Australia. Public ownership, says 
Theory, will reduce the cost of the service 
by greater economy and efficiency, and di- 
vide the profit among the comJmon people. 
What says Fact? Here it is — no argument 
is necessary. We reproduce a photo- 
graph from the Sixth Annual Report, 1915- 
16. Postmaster-General's Department, Com- 
monwealth of Australia. 

(The photograph which Mr. La vine pro- 
duces shows part of a page from the rec- 
ord on which appears the following) : 
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Analyzed under Branches, the results of 
working the Department as a whole, exclud- 
ing Wireless Telegraph Branch, are as fol- 
lows: 

/ 1915-16. X ^1914-15.-^ 

— Iioss. — — Profit. — — Loss. — 
Postal £ s. d £ s. d. f s. d. 

42,130 19 3 81,296 7 8 

Telegraph 

86,425 17 3 114.554 17 5 

Telephone 

271,695 5 2 ;. .. 390.703 12 6 

Total 358,121 2 5 42,130 19 ~3 586,554 17 "l 

£ s. d. 

Total net loss. 1915-16 315,990 3 2 

Total net loss, 1914-15 686,554 17 1 

The Myth of Low "Postalized" Tel- 
ephone Rates 

If these losses came about through low- 
er rates, we might argue that the public 
gets some benefit — users and non-users 
alike being taxed to help pay the telephone 
bills of the users. But we have already 
shown, in previous articles, thai telephone 
bills under "postalization" are higher, not 
lower, than in the United States. Take the 
Australian telephone loss, shown above. Is 
this loss due to low rates? — ^Australian tel- 
ephone rates are 23.8 per cent higher than 
the rates in the United States. (Average 
exchange revenue per telephone, pre-war 
conditions. Since the war, Australian tel- 
ephone rates have been still further in- 
creased.) 

Who, then, benefits, except the political 
officeholders? What becomes of Theory's 
contention that "the change from private 
to public ownership has resulted in the 
lowering of the rates?" 

Take the nv)st recent experiment in 
"postalization"— that of the British Tele- 
phone System, completely "postalized" on 
January 1, 1912. The private company was 
making profits and paying 10 per cent of 
gross revenue as a royalty to the Govern- 
ment besides. Nationalize the telephone, 
sweetly sang the British "postalizers," and 
save the profits for the public. The tele- 
phone was nationalized. What followed? 

On July 3, 1914, on the eve of the out- 
break of the war, and two and a half 
years after the cut-rate advocates of "pos- 
tal ization" succeeded in nationalizing the 
British telephone service, a debate took 
place in the House of Commons, from 
which the followincr is an extract. (Offi 
cial Report, Col. 767-8) : 

"MR. FORSTER: • • • My hon. FHend 
made this point, that the Post Office are 
making out of the operation of the telephone 
system, as a whole, in the last year, a net 
profit of £300.000. This is £50,000 less than 
the royalty which used to be. paid to the 
Treasury by the National Telephone Com- 
pany. That Company, in addition to pay- 
ing a royalty which was £50.000 more than 
the Post Office are able to make out of the 
system, paid £38.000 a year by way of In- 
coms Tax. and were also able to i>ay a divi- 
dend of 6 per cent to their shareholders. 
The net result appears to be that the Treas- 
ury lose £88,000 a year through the Post 
Office having taken over the system of the 
National Telephone Company, and the sub- 
scribers get a less efficient service." 

But, you ask, were not the rates de- 
creased? We turn again to the official tes- 
timony on the subject (British Parliamen- 
tary Debates, etc., July 3, 1914, Col. 717-8) : 

"MR. HAMIiyrON BBNN: • • • It 
must be very unsatisfactory to the large 
users of the telephone to find that instead* 
of getting an improved and a cheaper serv- 
ice they are getting a worse service and a 
much dearer one, manv laree users of the 
telephone having to pay between 30 and 40 
per cent more for the service they are get- 
tin? than they did under the National Tele- 
phone Company." 

Then came the war. And the British 
Government had to increase telephone 



rates, in order to offset a telepl^one deficit 
of £111,018 ($540,657) for the year ending 
March 31, 1915. ( Parliamentery White Pa- 
per giving Annual Audited Accounts of the 
Postoffice.) 

Real EU:oiiomy: To the Server and 
the Served 

In cheap and accessible telephone service, 
America leads the world. Nowhere has 
"postalization*' kept pace with the decrease 
in telephone cost made possible by efficient, 
economical, free-from-politics telephone 
management in the United States. The 
tremendous gfrowth of telephone systems in 
our large communities, it is true, has im- 
posed increased cost of operation and ne- 
cessitated, in many cases, increased rates. 
Yet such has been the economy in nlanage- 
ment and extension of the service, that die 
average exchange revenue per telephone as 
a whole, in the United States, has been re- 
duced from $33.84 in 1900, to $24.15 in 1913. 
a net reduction of 28.6 per cent. Here we 
have a real saving, a real partnership in 
telephone economy between the telephone 
systems and the public. 

And, mark you, this reduction in the 
United States has not been made by the 
governmental metfiod of incurring deficits 
and charging the loss to taxpayers, but by 
waging relentless warfare against extrava- 
gance and inefficiency — ^bjr constantly ex- 
panding, developing, pushing ahead, study- 
ing and solving every intricate problem in- 
volved, contriving, inventing, improving 
every branch of the art.. That is how profit 
is made possible under the democratic 
form of individual ownership and enter- 
prise — a profit in which the public and the 
investor participate alike: the public in a 
reasonable rate, and the investor in a rea- 
sonable return on his investment. 

Just how much of a profit does the tele- 
phone investor make? Is it in any way 
exorbitant? During 1916, the amount paid 
out by the Bell Telephone System in inter- 
est and dividends represents 5.85 per cent — 
less than 6 per cent^-on capital obligations. 
So conservatively and economically has this 
money been invested, that the actual value 
of the property of the Bell System is far 
in excess of its capital obligations, and 
the amount paid out during 1916 in interest 
and dividends represents but 4.58 per cent 
on the value of the property. (These fig- 
ures are sworn to, and are a matter of offi- 
cial record.) Is this profit excessive? 

"Postalization" Ek:onomy : Saving at 

the Spigot and Wasting at 

the Btmghole 

Assume the government can borrow 
money more cheaply than private enter- 
prise. How much of a saving would that 
amount to, compared with the countless 
millions that would be sacrificed every year 
to the well known incidents involved in our 
appropriations for public buildings, public 
roads, rivers and harbors? Think of the 
millions squandered every year by Con- 
gressmen for magnificent granite buildings 
to be put up in places that cannot possibly 
use them except for show— costly archi- 
tectural monuments to the toll of taxation 
wrung from the toil of the whole nation 
for the benefit of congressional popularity 
in local campaigns. Nearly a billion of the 
public funds has been spent in "pork" — 
ca'mpaign capital for Congressmen — under 
the guise of "improving rivers and har- 
bors.*' Representative Frear pointed out 
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in Congress that $144,000,000 was in this 
way dumped into the Mississippi River, 
and yet during the last three decades this 
river lost four-fifths of all its traffic! If 
Congress spends a million on a muddy 
ditch to make it a muddy creek, another 
million to make it a muddy stream, and 
still another million to make it a muddy 
river, in order that nearby villages may 
do a thousand dollars' worth of business a 
year with the hard-earned savings of mil- 
lions living thousands of miles away, what 
would it do — what would it not do— with a 
telephone pork barrel? Economy, indeed! 
Saving at the spigot of a slightly lower 
interest rate, and wasting at the bunghole 
of political inefficiency and pork-barrel ex- 
travagance ! 

Inviting the Farmer to His Own 
Funeral. 

Losses, losses; taxes, taxes; that is the 
story of "postalization" wherever tried. 
And who pays these losses, who bears the 
burden of these taxes? 

Seventjr-five per cent of the taxes in this 
country, in normal times, come frofm) real 
estate. Farms and farm houses, wood lots 
and pastures, form the bulk of our real 
estate — forty-one billion dollars' worth, 
says the United States Census.' Personal 
property is largely in the hands of our city 
folk. And everyone knows how easy it is 
for the city man to slip his personal prop- 
erty out of sight when the tax assessor 
comes around. But the appraiser will find 
every farm and wood lot, every cow and 
pig. 

And now, says the "postalizer," we will 
take this splendid American telephone sys- 
tem (a system which is looked upon by 
"postalization" officials the world over as 
their model — a system concerning which 
the British Postmaster-General recently 
said: "I venture to think that the British 
telephone service has still some road to 
travel before it is in all respects as highly 
efficient and perfect as the telephone serv- 
ice of the United States") ; we will take 
this system, which pays over $16,000,000 in 
taxes anually to the public; we will turn 
it over to our political office holders; we 
will fill our cities with armies of soft-job 
government telephone employes; we will 
put theW on the public payroll ; and we will 
do all this with the aid of the farmer who 
is going to foot the bill! And what shall 
we give the farmer in return? Promises 
and theories, theories and promises! 

We are not confronted by a theory, but 
by a fact. The test of "postalization" is 
not what it can promise, but what it has 
performed. While "postalizers," on the 
one hand, are seeking to make the farmer 
bite the bait of Theory's sweet promises, 
the official records, on the other hand, tell 
us that "postalization" has stunted tele- 
phone growth wherever tried, taxed it off 
the farm by prohibitive and discriminatory 
rates, shouldered a heavy burden of taxes 
upon the farmer, politicalized and weak- 
ened the service, deprived it of its true 
mission as a vital part of business and 
social life. And all this time American 
farmers and business men, free from the 
red tape with which *'postalizers" have for 
years been trying to bind them, have devel- 
oped before the eyes of the world a tele- 
phone service that for size, quality and 
cheapness has no equal and no rival the 
world over. Shall we sacrifice this system 
at the altar of a drea^? 
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City Gas Plant Junked After Ten Years 

of Heavy Losses 

Mayor of Albion, Neb., Finds it Would Require Rate of $4 Per 
Thousand Feet to Break Even, Elxclusive of Depreciation G>st 

By H. T. Dobbins J 



TH^ city of Albion, Neb., is getting 
ready to junk its municipal gas plant 
after a ten years' disastrous experi- 
ence. In a letter to the taxpayers Mayor 
W. H. Illian sets up the facts connected 
with the experiment, and winds up with 
this statement: 

"A careful study of the matter will con- 
vince anyone that the poor old wornout 
gas plant is practically dead. What shall 
we do with tfie remains?" 

Mayor Illian savs the city is up against 
the proposition that to make operating ex- 
penses and 'maintenance, not to mention 
depreciation, it will be necessary to charge 
$4 a thousand for gas, and if the city 
charges that rate nobody will use gas and 
the plant "will die naturally." 

Ten years ago Albion started in on its 
municipal ownership experiment. The 
rates and service of the existing plant, run 
by the Brewer Gas Company, were not sat- 
isfactory. The people had not patronized 
the plant liberally enough to enable its own- 
ers to make money and take care of depre- 
ciation, and the owners were glad to sell. 

$1,000 Never Wiped Out 

The city authorities spent $4,000 for the 
remains of the existing plant, the only part 
it used being the piping in the ground. 



The other $8,000 was expended in putting 
in a different process plant. When it was 
complete the city had nothing left to buy 
oil, coke and other necessaries for making 
gas. It induced the construction contrac- 
tor to take a $1,000 warrant for part pay, 
and used the $1,000 to start business with. 

The original $1,000 has never been wiped 
out The theorists who had backed the 
municipal ownership proposition had main- 
tained that $1.40 a thousand would insure 
general use and a good profit. To further 
encourage the use of gas the city bought 
fixtures, stoves and other apparatus and 
furnished them to customers at cost. The 
patronage was greatlv increased, but, says 
the mayor, in spite of this the deficit grew 
Then tlie price of gas was advanced, but 
it was found necessary to further increase 
the price until it was fixed at $2 a thou- 
sand, with a 10 per cent discount if paid 
by the 10th of the month, making the net 
price $1.80, and it so remains to date.* 

The plant has never paid expenses and 
had no funds to finance depreciation. 
Within a few years the gas engine gave out 
and a little later a new boiler had to be 
installed. These two repairs were neces- 
sary in order to continue operation, and as 
there was no depreciation fund set up the 
cost was paid from other city funds. Five 



years ago the storage capacity was en- 
larged at an expense of $1,400. 

The Mayor's Statement. 

Let the mayor take up the story of the 
end: 

•*It soon became evident that there was a 
big leakage, evidently in the mains, as the 
city was getting pay for only 60 or 65 per 
cent of the gas "^manufactured, and it has 
continued to show a steady loss ever since. 
For the last month the plant has been giv- 
ing trouble, and extensive and expensive 
repairs are needed. The last three times 
gas has been made (a periodical process in 
which the 33,000 feet storage tank is filled) 
the amount of material used to make 80 
pounds or 33,000 feet has produced only 40 
pounds or 16,000 feet. The costs of oil and 
coke have increased almost 300 per cent. 
The first car of oil we ever bought cost 
.0341 and the last one .098^. The first car 
of coke cost $7.75 a ton, the last one 
$24.35." 

The total receipts of the company for 
the last four months were $1,022.22, and 
the expenses were $1,680.77. 

No formal action has been taken by the 
city council, but the citizens generally are 
agreed that the experiment should end, and 
the lighting facilities of the city hereafter 
be limited to electricity. 



City G)al Yard Proves a Failure 

According to the newspapers of Kansas 
City, Mo., the latest municipal ownership 
adventure in Kansas City, Kan., the city 
coal yard, has proved a failure. The Jour- 
nal of Kansas City, Mo., says in its issue 
of February 26 : 

"Kansas City, Kansas^ latest municipal 
ownership experiment, that of engaging in 
the retail coal business, is proving far 
from satisfactory, it was admitted by two 
city commissioners. During the fuel short- 
age the commissioners, in a fit of enthusi- 
asm, ordered twenty-five cars of coal from 
Wyoming. 

"Last wedc the coal began arriving, but 
with the zero weather gone the demand 
for coal, even from a municipal yard, has 
likewise vanished. The commissioners to 
date have succeeded in unloading twelve 
of the twenty-five cars ordered, the mu- 
nicipal electric light plant buying a car at 
$7.85 a ton, although the usual rate for 
Illinois steam coal is under $3 a ton. 

"The board of education and the county 
also 'helped ouf by taking a car at $7.85 
a ton and another car was unloaded for 
the city hall heating plant. Then the Bur- 
lington railroad helped the cause of munici- 
pal ownership by confiscating two cars. 
But there are twelve cars left, three of 



which were standing yesterday on switch 
tracks and beginning to draw demurrage 
at the rate of $5 a car for every twenty- 
four hours. 

"'I hope the Burlington seizes all the 
rest of it,' was the wish expressed yester- 
day by G. B. Little, finance commissioner. 
It will be Mr. Little's task to find some 
fund to pay demurrage charges and the 
other losses the expenment will cost the 
city. 

"The coal is bein? offered to the public 
at $8.55 a ton delivered, but there is little 
demand. One dealer explained yesterday 
that the city could not expect to sell Wyo- 
ming coal at the price of semi-anthracite 
with which consumers are acquainted and 
which is a better coal than Wyoming coal. 

"The city has no place to unload the 
coal unless it is dumped along the North- 
western switch tracks. All of the retail 
coal dealers in the citv reported their bins 
stocked yesterday with grades of coal for 
which there was a demand and said it 
would be impossible for the city to borrow 
storage facilities from them." 



Taxes and M. 0. 



A good deal has been said about how 
municipal ownership has influenced the 
steady increase in taxes in Kansas City, 
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Kan., as it does generally where it is in- 
troduced. A recent study of the records in 
Kansas City, Kan., disclose one erroneous 
statement Uiis magazine has made in the 
past, namely, that in 1908 when this Kan- 
sas metropolis engaged in municipal owner- 
ship its total tax rate was $1.50, whereas in 
1917 it reached $2.20 per $100. It was 
really only $1.40 in 1908 and went to $2.20 
as stated in 1917. 

It is interesting to note that while the 
tax rate was rising, so also was the valua- 
tion of taxable property. It rose from 
$71,205,260 in 1908 to $95,446,630 in 1917. 
So that tiie taxpayer was played from both 
ends, rate and amount. 

It is interesting also to note that while 
the county, state and school tax rates all 
went up m this period, the city's rate alone 
held up its end of the component increases. 
The city's ownership of water and electric 
plants has, as usual, sloughed, not only 
taxes, but much of the other fixed charges 
off onto the general taxpayer, whose bur- 
den of bond debt, both for these two mu- 
nicipal plants and other interests, has gone 
on rising. The Kansas City press, at least 
that part of which is not prejudicially com- 
mitted to the fallacies of municipal own- 
ership, has declared this Kansas plant to 
rank high among the M. O. failures of the 
country, although it has served its time 
as a political asset 
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Objections to Conduct of Industrial Enterprise by 

Government Officials 

For Technical Skill, Which the Business Requires, Politics Sub- 
stitutes Men Without Regard to Their Fitness or Experience 

By Jantes Mavor, Ph. D. 

ARTICLE VII. 



THE tenth objection to the conduct of 
industrial enterprises by Government 
officials, is the absence in the man- 
agement of a properly constituted board of 
directors accustomed to deal with affairs 
of magnitude and the substitution for such 
a body of a committee of politicians, or 
the nominees of politicians, appointed on 
grounds having no relation to their ad- 
ministrative capacity. 

The board of a large joint stock com- 
pany is customarily composed of four 
classes of persons in varying proportions. 
These classes are as follows: Directors 
with a technical knowledge of the indus- 
try or business in which the company car- 
ries on operations, directors who have 
been trained in or in close association with 
the company or with privately organized 
firms which preceded the formation of 
the company, and who are therefore fa- 
miliar with its transactions and methods 
of business, directors who are specially 
qualified for dealing with the larger finan- 
cial arrangements which the company may 
find it necessary to make, and finally, 
directors who are representative of or 
who are themselves large investors in the 
enterprise. 

One or more of the directors may be- 
long to all of these classes; but in the 
composition of a properly constituted 
board, all of the classes must be repre- 
sented, and in all successful and perma- 
nent joint stock companies there must be 
a certain proportion of each class on the 
board. As a matter of experience, it is 
extremely difficult to attain this ideal, es- 
pecially in the United States and Canada, 
where business enterprise of magnitude is 
a comparatively new growth. It is not 
difficult in Great Britain, Holland, or 
France; and for that reason there is much 
greater stability in joint stock enterprises 
in these countries than there is in similar 
enterprises in America. 

The Public Attitude 

There is also, it must be said, less prov- 
ocation of public hostility towards joint 
stock enterprise in Europe than there is 
in America because such enterprise is cus- 
tomarily conducted in Europe with greater 
skill, with greater sense of responsibility 
and regard for the relation between the 
permanent interest of the company and 
the permanent interest of the public. It 
may be remarked also that these charac- 
teristics are not infrequently accompanied 
by a conservatism which to the feverish 
energy of the American company promo- 
ter may seem another name for inertia. 
Yet, in the case of the United States for 
some years, and in Canada for a shorter 
period^ for the most part through imita- 
tion, there has arisen a movement which 



the ground of political interference and 
throw up their position in disgust. 

In those enterprises the successful 
at times has risen to a furore against 
"corporations." These "corporations" are 
of course joint stock companies whose 
shares and other securities are held by 
hundreds of thousands of the very people 
who have joined in the furore against 
them. 

In Europe no such furore has arisen 
and the corporation or joint stock com- 
pany has not been dragged into politics in 
the same manner as it has been dragged 
into politics in the United States and 
Canada. The reason lies partly in the 
management of joint stock enterprises in 
the respective regions and to a larger ex- 
tent in the manoeuvres in America of 
politicians who have found corporation 
baiting a profitable sport. On the other 
hand, politicians have been able to black- 
mail the corporations and at the same time 
enhance their own prestige in the eyes of 
the public. The presence of a few enthu- 
siastic, unworldly but ill-instructed people, 
has given the movement a certain specious 
air of respectability, while the movement 
has also been aided by the arrogance of 
some of the company promoters whose 
methods and manners are universally dis- 
avowed by serious and able organizers of 
business enterprises. When the public in- 
cited by the politicians, directs its wrath 
indiscriminately against all corporations be- 
cause some of them do wrong, or are 
alleged to do wrong, it is invariably an 
indication either that the courts of law 
are not courts of justice, or that the leg- 
islative and executive powers are incom- 
petently exercised. In a democratically 
constituted Government there need be no 
difficulty in preventing joint stock com- 
panies from committing breaches of the 
law; nor should there be any difficulty in 
devising legislation for the purpose of 
safeguarding the public interest against 
any possible attack. 

Furore Against Coq>oration Against 

Public Interest 

If, therefore, the politicians, supported 
by a public movement which they have 
engineered, engage in a campaign against 
joint stock enterprise, they must be held 
to be engaged also in a campaign against 
the public interest. It cannot be in the 
interest of the community to prevent or 
even to discourage spontaneous co-opera- 
tive effort. To do so is to drive energetic 
and able men out of the country and to 
prevent the importation of capital into it. 
Above all, this is true in a country like 
Canada, where there is as yet compara- 
tively slender accumulation of capital when 
the amount of it is considered in relation 
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to the requirements for the development 
of our natural resources and where the 
immigration of effective and energetic peo- 
ple is urgently needed. 

Opposition to Co-operation 

The rationale of the movement against 
corporate and co-operative effort probably 
lies in the fact that Canada is still pre- 
dominantly an agricultural country and 
that the farmer is characteristically opposed 
to co-operation in any form. His natural 
enemies are the loan corporation, which 
holds the mortgage on his farm, the im- 
plement manufacturing corporation, which 
holds his notes for his agricultural ma- 
chinery, and the railway corporation 
which charges him rates of freight upon 
his grain, which from his point of view 
are always exorbitant. Quite naturally, 
the farmer is under the impression that 
he controls the Government and that 
therefore if all these services were ren- 
dered by the Government he could him- 
self, through his control of the Govern- 
ment, regulate the charges for all of these 
services. 

It is possible that such a policy could 
be developed ; but long before it became 
perfected, Canada would have lost all her 
industries, and would have become an ex- 
clusively agricultural region. 

The reasons for this conclusion will 
appear whenever the objection against 
public ownership, as stated at the head 
of this article, is fully realized. The com- 
mittees or commissions entrusted by the 
executive Government with the conduct 
of enterprises under public ownership are 
almost invariably appointed on political 
grounds. In almost none of them are any 
of the classes catalogued above represent- 
ed. The Executive Government is not 
wholly to blame for that condition, ex- 
cepting in the sense that if it could execute 
a statute of self-abnegation, the condition 
might be altered. The condition is due 
to the fact, as experience has practically 
invariably shown, that a commission ap- 
pointed by the Government acts under the 
control of the Government and under 
constant pressure of interference by it. 
Competent' persons will be reluctant to 
risk their reputations by accepting positions 
upon such commissions, even with guar- 
antees of freedom upon political pressure. 
Thus, the commission appointed by a Gov- 
ernment to manage an industrial enter- 
prise is upon its organization almost 
never competent. In course of time,' some 
of the members of a commission may 
probably learn the business, although such 
a process of education is extremely ex- 
pansive to the public: but when they have 
become acquainted with the details of the 
business, the invariable consequence is 
that they quarrel with the Government on 
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conduct of which requires not merely 
technical knowledge of a business but ca- 
pacity for considering dispassionately and 
determining promptly matters of industrial 
policy, the politician is conspicuously out 
of place. So also he is out of place in 
those enterprises, the successful conduct 
of which requires a knowledge of finance 
and experience in the practice of it. 

The board of directors of any industrial 
organization which does not keep steadily 
in view the continuity of the enterprise 
would be faithless to the trust which has 
been placed in it by the proprietors. The 
political commission is in a different posi- 
tion. An adverse vote of the legislature 
on a question of general policy might sud- 
denly throw the government out of power 
and the commission would sooner or later 
have to follow it; no matter how success- 
fully it might have conducted the enter- 
prise in which it was particularly inter- 
ested. 

The Political Influence. 

The political commission has, therefore 
no inducement to secure continuity. The 
conduct of the enterprise must be such 
as to contribute towards the maintenance 
of political power in the hands of the 
•party which has appointed it, and other 
and more permanent interests must be 
sacrificed for that. This attitude neces- 
sarily influences decisions upon what 
ought to be purely technical questions, viz., 
the fixation of rates for service and the 



appropriation of depreciation and sinking 
funds. 

From the point of view of the technical 
management of an industrial enterprise 
the absence of a skilled board is a great 
disadvantage. The success of the enter- 
prise may be compromised by a decision on 
political grounds of which the technical 
management may wholly disapprove. Thus, 
for example, a rate for a service may be 
determined by a political commission 
against technical advice and with the full 
knowledge that the permanence of the 
service might be compromised. Again, also 
technical managers quite competent for the 
exercise of their proper functions are not 
unusually unable to determine questions 
of general industrial policy. In the State 
service they generally look in vain to their 
commission or committee, of management 
for guidance. 

Experienced Directors Necessary. 

In general when propagandists of "pub- 
lic ownership" are demonstrating its ad- 
vantages on the platform, they make much 
of the circumstance that a great saving 
must be effected \yw the elimination of the 
"headquarters staff" or of an expensive 
board of directors. This plea was as mat- 
ter of fact made for example when the 
Manitoba Government Telephones were 
projected. In that case the headquarters 
staff was dispensed with and the conse- 
quences were disastrous. 

In so highly complicated a business as 



the supply of electrical power and the ad- 
ministration of radial railways, some thing 
more is necessary than the employment 
of technical assistance in the narrow sense. 
The superior direction especially in large 
questions of policy must reside in the 
board under whatever name it may be 
called, and unless this board is thoroughly 
experienced in the business, enormous 
losses may readily be incurred in a very 
short period. Such faults of management 
occur no doubt in some industrial enter- 
prises conducted on the voluntary prin- 
ciple; but state and municipal enterprises 
are much more certainlv and frequently 
subject to these faults of management for 
the simple reason, that the managers have 
something else to think about than the 
mere conduct of the business, viz., the po- 
litical effect. 

It is matter of experience in cases where 
an industrial enterprise is conducted by a 
political committee, that it is extremely 
difficult for the technical management to 
secure the attention of the committee. The 
members of the committee through in- 
dolence or lack of mental capacity are 
found habitually to neglect their duties 
upon it, especially if as often happens they 
receive no special remuneration for the 
work. They refuse or neglect to read the 
reports which are submitted to their judg- 
ment, and in general avoid the perform- 
ance of the duties they are supposed to 
discharge. This might not be the case in 
an ideal society; but it is well known to 
be the case in ours. 



Idle Attempt to Use Case of Railroads as Stimulus to Old Plea of 
Government Telegraph and Telephone Ownership 



THE government's assumption of con- 
trol of the railroads for a certain 
period has stimulated agitation in 
propaganda quarters for government own- 
ership of railroads and also of telegraphs 
and telephones. 

In the first place, the government made 
it clear that its action in controlling the 
railroads was not a step toward, nor a part 
of a plan for government ownership. Since 
the government's action nothing has oc- 
curred, despite idle talk, to indicate that 
there is soon to be any departure front this 
position. The only test of what might be 
called ownership sentiment in Congress 
proved a very strong opposition to it. Both 
the president and Mr. McAdoo are em- 
phatic in saying thev have no desire or plan 
for it. 

In the second place, there could be no 
reason for taking over the telegaphs and 
telephones simply because the railroads 
were taken over, for the conditions that 
affected the railroads do not apply to these 
other utilities. The railroads had to be, 
or at least were, taken under government 
control because they could no longer, with- 
out help, survive the effect of the adverse 
legislation and political manipulation to 
which they had so long been subjected. 
They had for more than a decade been the 
footoall of politics and popular prejudice. 
The merits of their case were invariably 
lost in every controversy that arose. They 
were subjected to the tortures of the 
idiotic system of multiple regulation by 
which all the states and the federal gov- 



ernment gee-hawed them this way and that 
until the railroads never could be certain 
which way it was intended they should go. 
They might need and deserve a change of 
rates or conditions of operation ever so 
bad, but they seldom were able to get it 
because they were seldom able to get a 
hearing on the merits of their case. 

Of course, under such conditions, the 
railroads were unable to meet the crisis 
when it came, just as railroad seers of the 
Hill and HarrrnHan type had been saying 
for more than ten years they would fail 
unless the people and the government 
changed their attitude toward them. Such 
a policy paralyzed the railroads to a large 
extent They were unable to get money 
for extensions and improvements neces- 
sary to keep up with the growing demands 
of transportation. 

Then came the crisis — the war and its 
monumental demands. Of course the rail- 
roads were unequal to the test. Anybody 
but a fool would have known they could 
not help but be with the sort of treatment 
they had been getting. And a lot of wild- 
eyed agitators seize on such a condition as 
this to inflate their government ownership 
balloons and try to make out that it all 
goes to show that the government must 
own and operate the railroads and other 
utilities in order to insure efficiency and 
economy. 

. Just the opposite is the only deduction 
that could fairly be made from the evi- 
dence at hand. But in no event could the 
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case of the railroads be used as an argu- 
ment for government ownership of tele- 
graphs and telephones. There is no anal- 
ogy between them. The telephones and 
telegraphs have not failed, havq not 
broken down. They have met, are meet- 
ing, every test and everybody knows that, 
who knows anything. There isn't a thing 
of which telegraphy and telephony is capa- 
ble which would be procured even during 
war, better under government ownership 
than is being procured under the present 
system. That is well known. 

So if the apostles of this vagary wish to 
plead for their hobby at this time with in- 
creased vigor, let them do so simply on the 
old, old ground of propaganda and not try 
to steal any new thunder from a situation 
or condition that really does not exist. 



Municipal Gas Plant a Failure 

Contending that the municipal gas 
plant a^ Paulsboro, N. J., is not self-sup- 
porting, some members of town council 
have expressed themselves as being in 
favor of disposing of it for $75,000, 
which, they say, is the exact amount the 
borough has invested. They claim that 
the town would not only thus rid itself 
of a great burden, but would save money 
for the taxpayers. The surplus funds 
from the plant last year fell far short of 
defraying the expenses of extensions 
made to reach families in all sections of 
the town. 
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Tax- Eating at Seattle 

Municipal Railway and Light Plants Afford a Most Bounteous Menu 



TAXEATER— The individual whose 
appetite demands constantly increasing 
tribute of money from the taxpayer. 

Most taxeaters hold office, draw salaries 
from public funds and pay little or no 
taxes themselves. Taxeaters devise in- 
genious ways of adding to the burdens of 
9ie taxpayers, but seldom or ever do any- 
thing to afford the struggling ratepayers 
relief. A most conspicuous exhibition of 
taxeating is found in the Seattle, Wash., 
city building, where taxeaters swarm. 

The other day the council taxeaters voted 
the cost of municipal railway accounting 
against the general fund. The road does 
not pay the costs of operation, so this 
expense is arbitrarily charged to the tax- 
payer. That is taxeating. 

The municipal street railway lines are 
losing money heavily, and have begun to 
increase losses by adding nonpaying ex- 
tensions. In the face of this Councilman 
Erickson proposes to inaugurate three-cent 
fares, knowing that deficits will be created 
and that the taxpayers will have to carry 
them. That, too, is taxeating, and Erick- 
son, who draws $3,000 a year salary from 
the city and pays city, county and state 
$160.85 a year taxes, is a taxeater. 

Superintendent Ross of the lighting de- 
partment wants a bond issue to take up 
$675,000 of outstanding light warrants. The 
light fund has not been on a cash basis 
since August, 1915, but Mr. Ross, in his 
reports, manages to "show*' that the light 
plant pavs, and to make people believe it, 
though ne knows that it is now running 
behind some $60,000 a month. To admit 
it, however, would be to admit the failure 
of municipal ownership, which might de- 
prive him of his position and compel cer- 
tain professional taxeaters to actually work 
for a living. 

The Seattle council gave $10,000 to Prof. 
Edward W. Bemis to testify in the gas 
rate case. It now proposes seriously to 
spend $100,000 with him for a city-made 
valuation of the property of the Puget 
Sound Traction, Light & Power Company, 
a valuation that would have no standing 
and no value in court, as the corporation 
counsel well knows. 

The proposed valuation is to be used as 
the basis of settlement in a controversy 
between the city on the one side and the 
company on the other. Such a valuation 
would be as inadmissible as a valuation 
made by the company itself. 

The state public service commission is 
the pnly body legally qualified to make 
such a valuation as will stand the test of 
law. It is the only possible disinterested 
tribunal between the parties involved and 
the courts. The commission began a valu- 
ation and had it 55 per cent complete when 
it ran out of funds. The city refused to 
appropriate $10,000 at that time to com- 
plete a valuation that would have stood 
every test, and when the traction com- 
pany offered to advance the amount the 
city refused to accept the offer. 

Now the council votes an appropriation 
of ten times the amount needed to make a 



legal valuation for a worthless and illegal 
valuation— $100,000 to do something that 
gets nowhere, except that it will fool the 
voters and taxpayers and camouflage an- 
other gastronomic performance around the 
tax board, arid perhaps swell the annual 
gross receipts of the firm of Prof. Edward 
W. Bemis & Son of Chicago. The $10,000 
already paid Prof. Bemis and the additional 
$100,000 is a total of $110,000 that is taken 
from the taxpayers by the taxeaters. Some 
banquet ! 

An extension was recently built to a 
money losing municipal street railway in 
Seattle to make it lose more money. On 
top of this a little one-horse line built to 
boom real estate and which at least paid 
taxes [$317.55] last year was taken over 
on a $40,000 bond issue. This line will 
now stop paying taxes and begin its con- 
tributions to Seattle's street railway defi- 
cits. All of this taxeating activity has 
added $100,000 to the municipal car line's 
bonded debt, now in excess of $500,000. 
An "enjoyable time was had" by the tax- 
eaters, but think of the toil the taxpayers 
must perform to meet the day of reckon- 
ing. 

Some day, when Councilman Erickson 
learns that the real factor in street rail- 
roading is distance instead of load, when 
the taxpayers tire of deficits and this long 
and lonely car line is scrapped, the people 
who pay taxes in Seattle will have to pay 
these bonds, as they must pay all of the 
deficits, and as they will some day have to 
pay for that other wild-eyed creation, the 
idle and useless $2,000,000 dam up on Ce- 
dar river. The taxeaters have had a good 
time, they have furnished copy for the tax 
and draft dodging newspapers and they 
have made politics most spectacular, but 
the taxpayer still has to pay for all of this 
diversion. 

Now all of this is fairly typical of the 
taxeater's work wherever you find him. 
He popularizes foolish and fanciful theo- 
ries, ignores practical, homely facts, coins 
resonant and aUiterative phrases intended 
to tickle the ears of those whose ears 
carry no other sensation, and works the 
rabble for their approval. 

Some day the taxeater will run out of 
fodder. Property pays the taxes — all of 
them; but the property that pays the taxes 
is the property that is in private owner- 
ship, and not that which is in public own- 
ership. It dodges and evades taxes. When 
property is all publicly owned and taxpay- 
ing ceases . taxeaters must all do one of 
two things — work at real work or starve 
to death. 



Confiscation Gets Another Blow 

For years the city of Denver has been at 
the throat of the Denver Union Water 
Co., insisting upon the grant of water 
rates so low that if they were enforceable 
within a short time they would bankrupt 
the corporation. The fight over this ques- 
tion has been going on for twenty years, 
eventually reaching: the United States Su- 
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preme Court for final adjudication. In 
the meantime until this question was finally 
settled the water company was protected 
by an injunction restraining the city from 
enforcing an ordinance reducing the water 
rate 20 per cent on the ground that such a 
cut would take the company's property for 
public use without compensation. This 
contention the Supreme Court has now sus- 
tained. Only three justices dissented, Jus- 
tices Holmes, Brandeis and Clark. 

Attorneys for the water company con- 
tended that the ordinance would reduce 
the return to the corporation to 2.88 per 
cent, and make investments in its securities 
so unattractive to the public as to force 
the sale of the property to the city at less 
than its real value. It is quite certain that 
the water company would have found it 
extremely difficult to maintain the upkeep 
of its plant upon such a light return and 
refinance its obligations. A receivership 
would be always staring it in the face with 
such a Damocles sword hanging over it. 

On the part of the owners of the Denver 
Union Water Co. there can be no objection 
to the sale of the property to the city if 
the Denver people wish to experiment 
with that dangerous plaything, municipal 
ownership, but they have a legitimate right 
to expect a fair return upon the capital 
which they in good faith invested in the 
project 

It is just as unfair for a community to 
drive a hard and unequitable bargain as it 
is for the individual to attempt such prac- 
tice. The decision of the Supreme Court 
will revivify confidence among purchasers 
and holders of public service corporation 
securities that the sanctity of property 
rights in this country is to be preserved. 
This added blow to confiscation will influ- 
ence city fathers of other communities to 
think twice before attempting legislation 
with an eye to embarrassing utilities in like 
manner. — Financial World. 



Another Municipal Ownership Oper- 
ating Failure 

The municipal light and water plant of 
the city of Oregon, Mo., is another of the 
wrecks of municipal ownership experiences 
added to the growing list of such failures. 

This plant, after trying for about twenty 
years to operate a water system for the 
towns of Oregon and Forest City, Mis- 
souri, and trying to light both towns with 
a transmission line, has piled up an oper- 
ating deficit of about twelve thousand dol- 
lars and does not have a sufficient sinking 
fund to take care of its bonded indebted- 
ness. 

At Forest City the citizens have turned 
over the franchise and street lighting to 
the St Joseph Transmission Company, op- 
erating out of St. Joseph. Mo. The city 
of Oregon is arranging to abandon the 
operation of its power house at Forest 
City and the St. Joseph Transmission 
Company has acquired by contract and 
election ratification the water pumping 
contract of the city of Oregon at Forest 
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City, and the wholesale distribution of 
current to the city of Oregon. 

This plant was among the first of the 
municipally owned high tension plants to 
be built in northwest Missouri over twenty 
years ago. Special legislation was enacted 
giving It the privilege to give electric and 
water service to neighboring towns with 
municipal funds. Ever since its operation 
it has carried a heavily bonded debt, to- 
gether with an increasing deficit. 



Port Arthur Loses on M. 0. 

On July 25, 1917, the city fares on the 
Port Arthur (Ont.) municipal railway were 
reduced. On the main line the rates are 
doubled at the boundary between Port 
Arthur and Fort William. During 1917 
tickets totalinpr 3,246,953 were sold. 

On the main line, as well as on each 
belt line, the number of passengers travel- 
ing steadily increased each monthr, but the 
increase was not sufficient to make up the 
decrease in the price of tickets within the 
city. The main line, however, made up at 
least $2,000 each month since the change. 

The electric railway revenue in 1917 
amounted to $125,000, being an increase of 
$19,000 over 1916. The net deficit on the 
railway, however, was $8,000 less than in 
1916. The earnings exceeded the oper- 
ating expenses by $23,000, but this excess 
was not sufficient to clear the interest on 
investment, depreciation charges and in 
sinking fund payments. 

To sum up the position as regards public 
utilities during the last year. Port Arthur 
faced a loss on its railway, telephone and 
water, and had a surplus on its light and 
power and Current River improvement ac- 
counts, the net loss for the year being 
$55,425. 



Topics for the Taxpayer 



IF ANY city is contemplating a ViMinici- 
pal gas plant it can get some fine point- 
ers on tiie business from the taxpayers 
of Albion, Neb. They are just ready to 
junk' their' plant after ten years of costly 
operation. The losses are so heavy that 
the mayor says it would now take a rate 
of $4 per 1,000 cubic feet of gas to enable 
the plant to break even, and that would not 
include depreciation. 



The fact that only one large city in the 
country — Richmond, Va. — is still clinging 
to a municipal gas plant, is significant 
enough of the possibility of making these 
things pay under city ownership. And 
Richmond is not holding onto its plant 
because it has ever paid. 



The city that goes into municipal owner- 
ship at a time like the present can look 
starvation in the face and smile. 



It is quite significant that the official 
regulators of public utilities, the state com- 
missioners, who are bound to know most 
about such things, are seldom favorably 
disposed to municipal ownership. Their 
general testimony is that municipal plants 
are less efficient and less economic than 
privately-owned plants. 



With Uncle Sam needing first call on the 
taxpayer's strong box. Secretary Baker's 
demand should be religiously heeded — make 



no city expehditures that are not' required 
by the exigen<:ies of war. 

Cleveland's much-mooted street car syi- 
tem, which amounts to a municipal enter- 
prise, has made two increases in rates of 
faj-e and is contemplatii^ a third. And at 
that, it never was an economic proposition, 
hchvever Serviceable it has been from a 
political standpoint. 

Ifs a wise taxpayer tl^at kn^ws his own 
business. ' '^ 



Letting Aihers, especially others wht^ have 
axes to grind at your 'expense, do your 
thinking for you is rio way to get eSicient 
city government at the mmimum expense. 



Only two things appear to be certain in 
this life— death and taxes. And a prudent 
man will give due consideration to both. 



The man who fails to remove his hat 
when Old Glory passes by is either a weak 
sister or bold rascal. 



Cigarette Money Only 

The bill to permit New York City to buy 
and operate public utilities has been killed 
following a statement bv Senator Brown 
that "there is not enough money in treas- 
ury of New York City over and above 
debt limit to furnish cigarettes for the 
present administration during its four 
years in office." The legislature apparently 
was not willing that the city should experi- 
ment even with the Fifth Avenue Coach 
Company. 
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Right Now 
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. You Are CompeUed to Use Coal with a 
Higher Sulphur Content 
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